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11. With respect to the application process,
appropriate accommodations may include the
following: (1) Providing information regarding
job vacancies in a form accessible to the
vision or hearing impaired, e.g., by making an
announcement available in braille, in large
print, or on audio tape, or by responding to
job inquiries via TDDs; (2) providing readers,
interpreters and other similar assistance
during the application, testing and interview
process; and (3) appropriately adjusting or
modifying employment-related examinations,
e.g.. extending regular time deadlines,
allowing a blind person or one with a
learning disorder such as dyslexia to provide
oral answers for a written test, and
permitting an applicant to demonstrate his or
her skills through alternative techniques and
utilization of adapted tools, aids and devices.

Appendix C To Part 60-741—Invitation
to Self-identify

1. This employer is a Government
contractor subject to section 503 of the
Rehabilitation Act of 1973, as amended,
which requires Government contractors, in
employing persons to carry out the contract,
to take affirmative action to employ and
advance in employment qualified individuals
with disabilities. If you have a disability and
would like to be considered under the
affirmative action program, please tell us.
This information will assist us in placing you
in an appropriate position and in making
accommodations for your disability. [The
contractor should insert here a brief
provision summarizing the relevant portion of
its affirmative action program.] Submission of
this information is voluntary and refusal to

provide it will not subject you to any adverse
treatment. Information you submit about your
disability will be kept confidential, except
that (i) supervisors and managers may be
informed regarding restrictions on the work
or duties of individuals with disabilities, and
regarding necessary accommodations; (ii)
first aid and safety personnel may be
informed, when and to the extent
appropriate, if the condition might require
emergency treatment; and (iii) Government
officials who are engaging in law
enforcement activities, including officials
investigating compliance with the act shall be
informed. The information provided will be
used only in accordance with section 503 of
the Rehabilitation Act, as amended and its
implementing regulations.

2. If you are an individual with a disability,
we would like to include you under the
affirmative action program. It would assist us
if you tell us about {1) any special methods,
skills, and procedures which qualify you for
positions that you might not otherwise be
able to do because of your disability so that
you will be considered for any positions of
that kind, and (2) the accommodations which
we could make which would enable you to
perform the job properly and safely, including
special equipment, changes in the physical
layout of the job, elimination of certain duties
relating to the job, provision of personal
assistance services or other accommodations.

Appendix D To Part 60-741—Review of
Personnel Processes

The following is a set of procedures which
contractors may use to meet the requirements
of § 60-741.44(b):

1. The application or personnel form of
each known applicant with a disability
should be annotated to identify each vacancy
for which the applicant was considered, and
the form should be quickly retrievable for
review by the Department of Labor and the
contractor's personnel officials for use in
investigations and internal compliance
activities.

2. The personnel or application records of
each known individual with a disability
should include (i) the identification of each
promotion for which the employee with a
disability was considered, and (ii) the
identification of each training program for
which the individual with a disability was
considered.

3. In each case where an employee or
applicant with a disability is rejected for
employment, promotion, or training, a
statement of the reason should be appended
to the personnel file or application form as
well as a description of the accommodations
considered. This statement should be
available to the applicant or employee
concerned upon request.

4. Where applicants or employees are
selected for hire, promotion, or training and
the contractor undertakes any
accommodation which makes it possible for
him or her to place an individual with a
disability on the job, the application form or
personnel record should contain a description
of that accommodation.

[FR Doc. 92-25172 Filed 10-20-92; 8:45 am|
BILLING CODE 4510-27-M
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DEPARTMENT OF COMMERCE

Economic Development
Administration

[Docket No. 921064-2264]

Economic Development Assistance
Programsa Under the Dire Emergency
Suppiemental Appropriations Act, FY
1992; Avallability of Funds

AGENCY: Economic Development
Administration, Commerce.

ACTION: Supplementary notice.

SuMMARY: The Economic Development
Administration (EDA) announces the
policies and the application procedures
for economic adjustment assistance as
authorized by Public Law 102-368,
section 101, chapter II, September 23,
1992. These funds are designed to assist
substantially and seriously affected
States and local communities to
facilitate their orderly recovery from the
consequences of Hurricane Andrew,
Hurricane Iniki, Typhoon Omar, the
severe storms that caused damage to
electrical cooperatives in the State of
Kansas on June 15, 1992, and July 7 and
8, 1992, and other disasters.

FOR FURTHER INFORMATION CONTACT:
The appropriate EDA Regional Office/
Field Office or the Director, Economic
Adjustment Division, Economic
Development Administration, room
7327, U.S. Department of Commerce,
Washington, DC 20230; telephone (202)
482-2659.

SUPPLEMENTARY INFORMATION:

Funding Availability

Funds in the amount of $70.0 million
are available for this disaster recovery
program and shall remain available until
expended.

Funding Instrument

Funds will be awarded through grants
under the Sudden and Severe Economic
Dislocation (SSED) program under title
IX of the Public Works and Economic
Development Act of 1965, as amended
(Pub. L. 89-136; 42 U.S.C. 3121 et seq.)
(PWEDA). Application procedures,
competitive selection criteria and post
approval project implementation
information for the SSED program are
applicable to the award of disaster
adjustment assistance and are described
in the Federal Register of February 4,
1992 (57 FR 4294), that announces EDA's
FY 1992 Notice of Availability of Funds,

or such subsequent annual Notices of
the Availability of Funds. EDA will
respond with direct technical support of
the recovery by assisting local and state
officials with the assessment of the
economic injury caused by the disaster
and the development of an economic
recovery plan.

Implementation projects must be
consistent with and preferably an
outgrowth of the recovery plan.

Eligibile Applicants

Eligibile applicants include those
states and local communities identified
in the Presidential declarations of major
disaster; for Florida and Louigiana
resulting from Hurricane Andrew,
Hawaii, resulting from Hurricane Iniki,
Guam, resulting from Typhoon Omar,
and other disaster areas cited as part of
Public Law 102-368. Eligible applicants
may include a redevelopment area or
economic development district
established under title IV of PWEDA; an
Indian tribe, a state or a city or other
political subdivision of a state, or a
consortium of such political
subdivisions; a Community
Development Corporation defined in the
Community Economic Development Act,
42 U.S.C. 9802; and a nonprofit
organization determined by EDA to be
the representative of a redevelopment
area.

All nonprofit applicants are subject to
a name check review process. Name
checks are intended to reveal if any key
individuals associated with the
applicant have been convicted of or is
presently facing, criminal charges such
as fraud, theft, perjury, or other matters
which significantly reflect on the
applicant's management honesty or
financial integrity.

Special Application Procedures

As described in EDA's Federal
Register Notice of Availability of Funds,
proposals will be evaluated by EDA
based on conformance with statutory
and regulatory requirements, the
economic adjustment needs of the area,
the merits of the proposed project in
addressing those needs and the
potential applicants' ability to manage
the grant effectively. In the case of a
Presidentially declared natural disaster,
the customary area eligibility job loss
threshold criteria is waived.

Proposal Submission Procedures

Proposals for economic adjustment
assistance authorized under section 101,

of Public Law 102-368 will be submitted
to EDA. Interested parties should
contact the appropriate Economic
Development Representative for the
area or the appropriate EDA Field
Office/Regional Office for a proposal
package. :

Locations of EDA Disaster Area Offices
Hurricane Andrew
Florida Field Office

Address: EDA Disaster Field Office, 36th
Street & Lejeune Building 11, room
3139, Miami, Florida 33159-4022

Mailing Address: P.O. Box 4022, Miami
Florida 331594022

Telephone Number: (305) 5264725

Contact: Boyd B. Rose

Louisiana

Economic Development Representative:
Pamela Davidson

Address: Room 104, 412 North Fourth
Street, Baton Rouge, Louisiana 70802-
5523

Telephone Number: (504) 389-0227

Hurricane Iniki and Typhoon Omar
Hawaii and Guam

Economic Development Representative:
Frank McChesney

Address: P.O. Box 50264, Federal
Building, room 4106, Honolulu, Hawaii
96850

Telephone Number: (808) 541-3391

Storms in the State of Kansas
Kansas

Economic Development Representative:
John Zender

Address: Room 632, 1244 Speer
Boulevard, Denver, Colorado 80204

Telephone: (303) 8444902

Formal Application Procedures

Upon obtaining EDA Headquarters
concurrence, the eligible applicant will
be invited to submit a formal grant
application for economic adjustment
assistance. The formal application will
include an ED-540, as approved by the
Office of Management and Budget
Control No. 0610-0058.

Dated: October 15, 1992.
Douglas J. Aller,

Deputy Assistant Secretary for Economic
Development.

[FR Doc. 92-25513 Filed 10-20-92; 8:45 am|
BILLING CODE 3510-24-M
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SECURITIES AND EXCHANGE
COMMISSION

17 CFR Paris 228, 229, 240 and 249
[Release No. 33-6962; 34-31327; IC-19032]
RIN 3235-AF34

Executive Compensation Disclosure

AGENCY: Securities and Exchange
Commission.

ACTION: Final rules.

SUMMARY: The Commission has adopted
amendments to the executive officer and
director compensation disclosure
requirements applicable to proxy and
information statements, registration
statements and periodic reports under
the Securities Exchange Act of 1934, and
lo registration statements under the
Securities Act of 1933. These
amendments are intended to make
compensation disclosure clearer and
more concise, and more useful to
shareholders.

EFFECTIVE DATE: These rules are
effective October 21, 1992.

Transition Provisions: The new rules
are effective October 21, 1992, and any
registrant may use the new rules at any
time thereafter.

To facilitate a smooth transition to
use of the new rules, however, the
following transition provisions will be
allowed by the Commission. Registrants
other than small business issuers are
required to comply with the new rules
for:

(1) Any new registration statement
under the Securities Act, and any new
registration statement or periodic report
under the Exchange Act, filed on or after
January 1, 1993; and

(2) Any new proxy or information
statement filed on or after January 1,
1993, except that proxy or information
statements filed with respect to the
annual election of directors by
registrants whose current fiscal year
ends on or after December 15, 1992, are
required to comply with the new
provisions whenever filed.

Small business issuers are required to
comply with the new rules for any new
registration statement under the
Securities Act, any new registration
statement or periodic report under the
Exchange Act, and any new proxy or
information statement filed on or after
May 1, 1993.

FOR FURTHER INFORMATION CONTACT:
Catherine T. Dixon at (202) 272-2588,
Gregg W. Corso at (202) 272-3097, or
Richard P. Konrath or Barbara C. Jacobs
at (202) 272-2589, Division of
Corporation Finance, Securities and

Exchange Commission, 450 Fifth Street,
NW., Washington, DC. 20549,

SUPPLEMENTARY INFORMATION: The
Commission has adopted amendments
to Items 402," 403 *and 601 ? of
Regulation S-K, as well as Items 8 and
10 of Schedule 14A,* Items 11 and 14 of
Form 10-K,° and corresponding changes
to Items 402,°403 " and 601 ® of
Regulation S-B, and Item 13 of Form 10—
KSB.® These amendments modify the
disclosure of executive officer and
director compensation in proxy and
information statements, registration
statements and periodic reports under
the Securities Exchange Act of 1934
("Exchange Act"),*® and registration
statements under the Securities Act of
1933 (“Securities Act™). !

Table of Contents

1. Executive Summary
IL Revised Item 402 of Regulation $-K

A. General

1. Treatment of Specific Types of Issuers

a. Small Business Issuers

b. Registered Investment Companies

c. Foreign Private Issuers

2. Transition Provisions

3, Application to Specific Types of Filings

4. General Provisions of Revised Item 402

5. Designation of Named Executive Officers
and Elimination of Executive Officer
Group

B. Summary Compensation Table

1. Annual Compensation—Salary and
Bonus Columns

2. Other Annual Compensation

a. Perquisites

b. Earnings on Deferred Compensation,
Restricted Stock, Options and SARs

¢. Earnings on LTIP Compensation

d. Discounted Stock Purchases

3. Restricted Stock Awards

4. Option/SAR Grants

5. LTIP Payouts

6. All Other Compensation

a. Amounts Paid, Payable or Accrued
under Termination, Severance and
Change-of-Control Arrangements

b. Earnings on Deferred Compensation,
Restricted Stock, Options and SARs

c. Earnings on LTIP Compensation

d. Registrant Contributions to Defined
Contribution Plans

e. Compensatory Split Dollar Insurance
Payments

C. Option/SAR Tables

1. Individualized Option/SAR Grants in the
Last Fiscal Year

a. Individualized Grant Information

'17 CFR 229.402.

*17 CFR 229.403.

317 CFR 229.601.

*17 CFR 240.148-101, Items 8 and 10.
#17 CFR 249.310, ltems 11 and 14.
$17 CFR 228.402.

717 CFR 228.403.

*17 CFR 228.601.

*17 CFR 249.310B, Item 13.

915 U.S.C. 78a &! seq.

15 U.S.C. 77a et seq.

b. Potential Realizable Value Information
or Alternative Grant-Date Option/SAR
Value

2. Aggregated Option/SAR Exercises in
Last Fiscal Year and Fiscal Year-End
Option/SAR Value

D. LTIP Awards

E. Pension and Other Defined Benefit or
Actuarial Plan Disclosure

F. Director Compensation

G. Employment Contracts and Termination,
Severance and Change-of-Control
Arrangements

H. Board Compensation Committee Report

I. Performance Graph

J. Option/SAR Repricing

K. Additional Information with Respect to
Cempensation Committee Interlocks and
Insider Participation in Compensation
Decisions

L. Revised Schedule 14A, Item 10—
Information Required in Connection with
Shareholder Approval of a
Compensation Plan

M. Form 10-K Compensation Disclosure

N. Revised Item 403(b) Table—Security
Ownership of Management

IIL Cost-Benefit Analysis

IV. Summary of Final Regulatory Flexibility
Analysis

V. Effective Date

VI. Statutory Basis

VII. Text of the Amendments

I. Executive Summary

To improve shareholders’
understanding of all forms of
compensation paid to senior executives
and directors, the criteria used by the
board of directors in reaching
compensation decisions, and the degree
of relationship between compensation
and corporate performance, the
Commission earlier this year published
for comment substantial revisions to its
rules governing disclosure of executive
compensation in proxy and information
statements and other Commission
filings.'? Designed to furnish
sharehoclders with a more
understandable presentation of the
nature and extent of executive
compensation, the proposals sought to
consolidate the requisite disclosure in a
series of tables setting forth each
compensatory element for a particular
fiscal year. The proposed new
disclosure system relied on several
specific new elements, as well as
reformatting of existing required
disclosures for greater clarity.

First, all compensation paid to
specified senior executives over the past
three years was to be set forth in a new

*Securities Acl Release No. 6840 (June 23, 1992)
|57 FR 20582, as modified, Securities Act Release
No. 8841 (July 10, 1992} {57 FR 31158]. The comment!
letters may be inspected and copied at the
Commission's Public Reference Room, 450 Fifth
Street. NW., Washington, DC 20548, File No. S7-16-
92,
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“Summary Compensation Table." This
table would show both annual and long-
term compensation in a single,
comprehensive overview. Second, the
Compensation Committee of the board
of directors would be required to report
on the corperate performance factors
that it relied on in making specific
compensation awards for reporting
executives, as well as describe the
general policies of the committee in
determining senior executive
compensation. Third, the cumulative
total return to shareholders of the
registrant over a period of at least the
previous five years would be required to
be set forth in a line graph, together with
the comparable return to shareholders
for the stocks included in (i) the
Standard and Poor's 500 Compaosite
Stock Price Index (“S&P 500"); and (ii)
any recognized industry index (e.g.. the
Dow Jones Transportation Average) or a
group of peer companies selected by the
registrant,

Public respense to the Commission's
requests for comment on the proposed
revisions was substantial. The
Commission has received more than 900
letters of comment addressing the
proposais. Commenters include
approximately 555 individual and
institutional shareholders, 245
registrants and registrant organizations,
and a combined total of over 100
members of the executive compensation
consultant, accounting, legal and
academic communities. The comment
letters reflect a general consensus that
reform of the current executive pay
disclosure system is appropriate and
necessary.

Many of the commenters offered
recommendations or suggestions for
refinement of the original proposals to
accomplish more effectively the goal of
assuring that all material facts regarding
executive compensation are clearly and
fully disclosed. Other commenters
suggested methods for reducing the cost
or burden of collecting the necessary
information, as well as for limiting the
applicability of the new requirementis to
certain types of registrants. Still other
commenters expressed strong concerns
with respect to potential litigation
arising from the new disclosure
elements. A number of changes have
been made in response to these
comments.

As under the proposals, the Summary
Compensation Table will cover senior
executive compensation in each of the
registrant’s last three fiscal years,
followed by tables containing more
specific data on the components of
compensation for the last completed
fiscal year. However, in response to

public comment, the disclosure as to “all
executive officers as a group” has been
deleted. The former requirement to
provide individualized disclosure as to
the five highest paid executive officers
has been modified. Under the new
Summary Compensation Table (and all
other tables), the covered individuals
will be the Chief Executive Officer
(“CEO") (regardless of pay level), and
the four most highly compensated
executive officers in addition to the
CEO. Except for the CEO, disclosure is
limited to those executives with salary
and bonus of over $100.000 (an increase
from the former $60,000 thresheld) for
the last completed fiscal year.

The Board Compensation Committee
Report has been retained, but revised to
limit the desciiption of performance
factors on which the Committee
specifically relied to the compensation
of the CEO alone, together with a
discussion of the Committee’s general
policies with respect to executive officer
compensation. This will avoid possibly
repetitive descriptions as to each of the
named executive officers. In addition,
language in the proposal that was read
by some as suggesting the need to
disclose discussions of subjective
personal factors relating to an
executive's performance (e.g., traits of
judgment, personality, elc.) has been
revised to make it clear that the
mandated disclosure is solely with
respect to corporate performance
criteria {e.g., profitability, sales growth,
return on equity, market share) on which
the Committee relied in reaching its
decision conceming CEO compensation.
Finally, this report will be given the
same legal status as the annual report to
security holders required pursuant to the
proxy rules and, as such, will not be
deemed to constitute soliciting material
or to be filed for purposes of section 18
of the Exchange Act.*In the
Commission's view, the “remedy" for
any shareheolder who is not satisfied
with the Commiitee's repart should be to
vote against re-election of committee
members as directors, not to litigate
claims in the courts.

In addition to the Summary
Compensation Table, the rules as
proposed included several tables
providing more detailed information
concerning grants, exercises and value
of outstanding stock options, long-term
incentive plans and other information.
As adopted, the rules eliminate certain
of the proposed detailed tables or
portions thereof, and combine others
into single tables. These revisions are
designed to eliminate redundant

115 U.S.C. 78r.

information and to improve the clarity of
information presented. Hypothetical
rates of stock price appreciation to be
used in presenting potential realizable
values of stock options and SARs have
been reduced. As an alternative to use
of hypothetical values, presentation of
grant-date option (or SAR] values
calculated through use of a recognized
valuation formula, such as the “Black-
Scholes" option pricing model, will be
permitted. Registrants also are
permitted to add additional hypothetical
situations, such as a zero return to
shareholders, as well as other
information not required by the rules,

The Performance Graph has been
revised slightly. Instead of mandating
comparison of the registrant’s
cumulative total shareholder return in
all cases to the return on the S&P 500,
the rule will allow issuers whose stock
is not included in the S&P 500 to select
any broad market index that does
include their stock or the stock of
companies that trade in the same
national securities exchange or The
National Association of Securities
Dealers Automated Quotations System
(*“NASDAQ") market, or are of
comparable market capitalization. A
comparison of the registrant’s return
also must be made to the return on
either a published industry index or a
registrant-determined peer index. In
addition, in view of the purpose of this
graph as a generai depiction of one
measure of corporate performance to be
used by shareholders in evaluating the
quality of decisions made by directors
standing for re-election, the Performance
Graph will be given the same legal
status as described above for the Board
Compensation Committee Report. This
also is intended to insure that issuers
will not be subjected to litigation
concerning their selection of a peer
company or industry index for inclusion
in the Performance Graph, since no
single other company or industry index
will be perfectly comparable to a given
issuer.

The final rules also provide that the
Board Compensation Committee Report
and the Performance Graph are required
to be included only in proxy and
information statements relating to the
annual election of directors; they need
not be included in or incorporated by
reference into any of the registrant's
filings under the Exchange Act or
Securities Act. Like those items, the
Report on Option/SAR Repricing also is
required only in annual election proxy
and information statements. The
proposed disclosure of additional
information regarding the relationships
between compensation committee
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members and the registrant or other
entities (“"Compensation Committee
Interlocks and Insider Participation")
has been substantially revised, as
discussed below.

Small business issuers eligible to
report and register securities under the
recently adopted small business
disclosure system ** will not be required
to include many of the required new
disclosures, including the Board
Compensation Committee Report and
the Performance Graph. In addition,
small business issuers will be exempt
from portions of other disclosure
requirements and will have the option
under the Transition Provisions of using
the version of the rules in effect prior to
the effective date for all filings before
May 1, 1993.

Investment companies registered
under the Investment Company Act of
1940 ("Investment Company Act”) *® will
be subject only to the provisions of
revised Item 402(g) with respect to
disclosure of compensation of directors
and the compensation disclosure
requirements included in the forms on
which they register as investment
companies. In addition, the rules
adopted today do not affect
compensation disclosure by foreign
issuers.

II. Revised Item 402 of Regulation S-K
A. General

1. Treatment of Specific Types of Issuers

a. Small Business Issuers. Both in its
proposals to revise executive
compensation disclosure requirements
and its recent adoption of the new
integrated small business disclosure
system,'® the Commission sought
comment on the extent to which small
businesses should be subject to the new
provisions governing disclosure of
executive compensation, particularly the
requirements to provide the Board
Compensation Committee Report, the
Performance Graph, and the
Compensation Committee Interlocks
and Insider Participation disclosure.
Representatives of small and high
technology (“hi-tech") companies argued
that exceptions should be made for such
companies, based on the relative costs
of compliance, the typical structures of
their boards, and the significantly
different compensation practices among
start-up, developing and hi-tech
companies. While a few commenters

'*Regulation S-B [17 CFR 228.10 et seq.|: see
Securities Act Rule 405 and Exchange Act Rule 12b-
2 (17 CFR 230.405; 17 CFR 240.12b-2].%

%15 U.S.C. 80a-1 ef seq.

'¢Securities Act Release No. 8849 (July 30, 1992)
|57 FR 38442).

took issue with such an exclusion,
arguing that shareholders' need for the
full panoply of executive pay disclosure
was no less in the case of smaller
companies, there was significant
commenter support, from shareholders
and others, for special provisions
tailored to smaller issuers.

Under the rules adopted today, small
business issuers eligible to use the small
business integrated disclosure system '
will be required to provide only the
Summary Compensation Table, the
option and SAR grant and exercise
tables (omitting the option valuation
information), the long-term incentive
plan awards table, and disclosure
concerning option or SAR repricing
(omitting the 10-year repricing history),
named executive officer employment
contracts and termination/severance
arrangements, and director
compensation.'® Any small business
issuer that elects not to use the smalil
business forms and schedules
nonetheless may provide this more
streamlined compensation disclosure.'?
In addition, as a transition matter, small
business issuers are eligible to file under
the rules in effect prior to the effective
date until May 1, 1993.

b. Registered Investment Companies.
Investment companies registered under
the Investment Company Act have been
excluded from the executive
compensation and registrant
performance disclosure requirements of
revised Item 402, because the
management functions of most such
companies are performed by external
managers. Instead, registered
investment companies will comply with
disclosure requirements prescribed by
applicable Investment Company Act
registration statements. Compensation
of investment company directors,
however, will continue to be disclosed
in accordance with revised Item 402(g).*°

c. Foreign Private Issuers. No change
has been made to the existing disclosure
obligations with respect to executive
and director compensation of foreign
private issuers using Form 20-F.»
Language has been added to Item 402
clarifying that a foreign private issuer
may satisfy the requirements by
reporting the information required by
Items 11 and 12 of Form 20-F, even if

7 See Item 10(a)(1) of Regulation S-B [17 CFR
228.10(a)(1)).

'* [tem 402 of Regulation S-B has been revised
accordingly.

" Jtem 402(a)(1)(i) of Regulstion S-K.

*[tem 8 of Schedule 14A [17 CFR 240.14a-101,
Item 8], as amended.

1117 CFR 249.220f.

filing reports on forms for domestic
issuers.*?

2. Transition Provisions

The new rules are effective
immediately upon publication in the
Federal Register. Any registrant may use
the new rules at any time thereafter. To
facilitate a smooth transition to use of
the new rules, however, the following
transition provisions will be allowed by
the Commission. Registrants other than
small business issuers are required to
comply with the new rules for:

(1) Any new registration statement
under the Securities Act, and any new
registration statement or periodic report
under the Exchange Act, filed on or after
January 1, 1993; and

(2) Any new proxy or information
statement filed on or after January 1,
1993, except that proxy or information
statements filed with respect to the
annual election of directors by
registrants whose current fiscal year
ends on or after December 15, 1992, are
required to comply with the new
provisions whenever filed.

Small business issuers are required to
comply with the new rules for any new
registration statement under the
Securities Act, any new registration
statement or periodic report under the
Exchange Act, and any new proxy or
information statement filed on or after
May 1, 1993.

There are specific transition
provisions with respect to certain items
in the Summary Compensation Table,
Board Compensation Committee Report,
Compensation Committee Interlocks
and Insider Participation disclosure, and
Report on Option/SAR Repricing, as
discussed below.

3. Application to Specific Types of
Filings

Item 402 has been restructured to
specify those disclosure provisions that
are required in all filings calling for Item
402 compensation information, and
those provisions applicable only to a
proxy or information statement relating
to an annual meeting of security holders
(or special meeting or written consents
in lieu of such meeting) at which
directors are to be elected. The
provisions applicable only to such proxy
or information statements are the Board
Compensation Committee Report, the
Performance Graph, and the Report on
Option/SAR Repricing. These items will
not be required to be included directly
in any other filing, or incorporated by
reference into any Securities Act or
Exchange Act filing.?

# ltem 402(a)(1)(ii) of Regulation S-K.
# [tem 402(a)(8) of Regulation S-K.
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4. General Provisions of Revised Item
402

Several new general provisions have
been added to amended Item 402 in light
of the commeats received. First, the
revised item includes an express
statement that it requires disclosure of
all compensation to the named
executive officers and directors for
services rendered in all capacities to the
registrant and its subsidiaries.* Just as
under former Item 402(a)(1), the source
of the compensation has no bearing on
the application of new Item 402.”* As
under the former requirements, however,
the Item states that registrants need not
provide disclosure of any transaction
between the registrant and a third party
that is reported in response to the
relationships disclosure requirements of
Item 404 of Regulation S-K.?® Further,
registrants are expressly permitted to
exclude any table, or any column
otherwise prescribed by a given table,
absent a compensatory item required to
be reported in such table or column in
any of the covered fiscal years.*

In response to comment, and to
streamline further the requisite
disclosure, the proposed categorization
of compensatory instruments has been
revised. Options and freestanding SARs,
whether exercisable in cash or stock,
will receive the same treatment under
the revised Item.?® Awards under
restricted stock plans that are subject to
performance-based conditions to
vesting, in addition to the lapse of time
and/or continued employment, will be
permitted to be reported as long-term
incentive plan items.

* 1tem 402{a)(2) of Regulation S-K. Excep! as
specified in Item 402(a)(5) with respect to third-
party iransactions disclosed under Item 404 of
Regulation S-K [17 CFR 229.404], all plan and non-
plan compensation must be reported pursuant to
item 402, even if also called for by another
disclosure requirement. No item need be reported
for a fiscal year if already reported for a prior fiscal
year. /d, The tem specifies that, for purposes of
1tem 402, the term “pian” dees not include non-
discriminatory medical, group life insurance or
relocation plans available generally 1o ali salaried
employees. ltem 402(a}{7)(ii) of Regulation 5-K
{combining the definition of “plan” in Instruction &
to former {tem 402(b) with the exclusion for
specified non-discriminatory plans In former ltem
402(b)(1)).

® See former lem 402{«){1) of Regulation 5-IG
Securities Act Release No. 6003 [Dec. 4, 1978) [43 FR
58151). Revised item 402{a}(2] of Regulation S-K is a
combination of the provisions governing disclosure
in the cash compensation tabie (former ltem
402{a)(1) of Reguiation 5-K) and the instruction
mandating inclusion in Item 462 of transactions of
the registrant with third parties where the primary
purpose is to furnish compensation to any covered
executive officer (General Instruction 2 te former
ftem 402 of Regulation S-K).

* [tem 402(a)(5) of Regulation S-K.

* {tem 402(a}(B6) of Regulation S-K.

** [tems 402(a)(7)(i), 402{b){2){iv}(B}. 402(c) and
402{d) of Regulation S-K.

5. Designation of Named Executive
Officers and Elimination of Executive
Officer Group

There was wide support from all
categories of commenters to require
individualized disclosure of CEO
compensation, regardless of pay level,
and to raise the threshold for
individualized disclosure regarding
other executives from $60,000 to
$100,000. Similarly broad commenter
support was expressed for elimination
of the executive officer group
information. Several commenters
suggested that the number of executive
officers subject to individual disclosure
could be reduced without loss of
material information to shareholders,
and with the concomitant benefit of
streamlining the information reguired.
At the same time, others suggested that
the Commission expand disclosure
beyond the five named executives
originally preposed to elicit
individualized information as to all
executive officers serving on the
registrant's board, or even as to all
directors, whether or not employed by
the registrant in any other capacity.
Some commenters objected to basing
the selection of the highest paid
executives on the sum of amounts
contained in all three of the annual
compensation columns in the Summary
Compensation Table, because of the
potentially wide variety of non-
comparable compensation that could be
reported in the third, or “Other Annual
Compensation," column.

The requirement to disclose
information for the executive group has
been eliminated, and the provisions
governing designation of the persons
subject to individualized disclosure as
“named executive officers” revised in
light of these comments.*® As was
proposed, the named executive officers
will consist of the CEO plus the other
four most highly compensated executive
officers. Status and compensation levels
in the last completed fiscal year will
determine the identity of the named
executive officers for all Item 402
disclosure, both tabular and narrative.
In determining the officers covered,
status at the end of the last completed
fiscal year governs. Individualized
disclosure of the CEO's compensation
will be required under amended lem
402, regardless of pay level, On the other
hand, individualized disclosure with
respect to the other four most highly
compensated executives will not be
required with respect to anyone with
compensation of $100,000 or less in the

* lem 402(a)(3) of Regulation S-K, and
Instruction 1 thereto.

last completed fiscal year. In a change
from the proposal, determination of the
most highly compensated executives
will be based on the total of the
amounts reguired to be shown in the
Salary and Bonus columns of the
Summary Compensation Table for the
last completed fiscal year.

Instruction 2{C) of former Item 402(a)
of Regulation S-K regarding bonus and
overseas assignments has been retained
in the new item.* The itern as adopted
also includes an instruction to remind
registrants that any officer of a
subsidiary with policymaking functions
may be an executive officer of the
registrant who may be subiject to
individualized pay disclosure.

B. Summary Compensation Table

The Summary Compensation Table 3
was praised by shareholder commenters
as the linchpin of the Commission’s
revised executive compensation
disclosure scheme. This tabular, three-
year summary will provide shareholders
with a comprehensive overview of the
registrant’s executive pay practices.
Through this more objective, formatted
presentation of compensation
information, which in the past often has
been furnished in widely dispersed and
disjointed narrative, shareholders will
be able to understand clearly
compensation for the last completed
fiscal year, to identify trends in the
registrant’s compensation of its top
managers, and to compare such trends
with those disclosed by other
registrants.

As widely recognized and endorsed
by shareholder commenters, the
Summary Compensation Table is
intended to provide an easily
understood overview of executive
compensation in a single location within
the proxy or information statement.
Suggestions from a number of
commenters to split the Summary

% Ingtruction 3 to Ttem 402(a)(3) of Regulation S-
K. The language of the instruction has been clarified
to reflect expressly. that the circumatances in which
it applies are limited. This instruction is intended to
prevent the literal language of the item from leading
to designation of an individual as one of the
registrant's most highly compensated executive
officers in lieu of another individual, based on a
highly unusual situation, such as a one-time
extraordinary bonus, or on compensation that has
been adjusted te reflect the added costs imposed by
overseas assignments. The instruction does not
apply whera the registrant anticipates that the
circumstances will recur or the high campensation
of an executive stationed abroad is not attributable
to such costs.

3l Instruction 2 te Item 402(a)(3) of Regulation S~
K. taken from Instruction 2(B] to former Item 402(a)
of Regulation S-K. See Rule 3b-7 under the
Exchange Act [17 CFR 240.3b-7].

32 ftem 402(b) of Regulation S-K.
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Compensation Table into multiple tables
would have defeated this purpose, and
therefore have not been adopted.
Similarly, any presentation of the
Summary Table that would obscure
viewing it as a unitary item of disclosure
is not permitted. At the suggestion of
some commenters, and as illustrated
below, however, registrants will be
permitted to include vertical lines of
demarcation to distinguish among the
columns in the Summary Compensation
Table.

Additionally, the table has been
streamlined and a number of
compensation items redefined in
response to comment.

Some commenters suggested that the
Commission provide a three-year
transition for the Summary
Compensation Table because of the
difficulty of compiling the data in the
form required, particularly with respect
to the executive group. In light of the
elimination of the executive group
information, the Commission does not
believe that a three-year phase-in is
generally necessary. However, to
facilitate adaptation to the revised
requirements, registrants will be

permitted a transition period for
disclosure of the amounts reported in
the “Other Annual Compensation" and
“All Other Compensation" columns of
the new table. Accordingly, these
columns need not include information
for fiscal years ended before December
15, 1992. Small business issuers,
however, will be permitted to use a
three-year phase-in for all columns of
the Summary Compensation Table.

Commenters also raised questions
about the Item's application to periods
when the registrant was not a reporting
company. The Item provides that, if the
registrant was not a reporting company
during the entire three-year period, no
information need be provided for any
year, other than the most recent
completed fiscal year, during which the
registrant was not an Exchange Act
reporting company.®?

The rules as adopted include the
proposed provision that compensation
reported in the Summary Compensation
Table for a named executive officer
includes that person's compensation for
the full covered fiscal year, including
compensation attributable to the portion
of the year in which the executive did

SUMMARY COMPENSATION TABLE

not serve in that capacity.®#
Commenters questioned the effect of a
change in the CEO or other named
executive officers during the three years
covered by the Summary Compensation
Table. Information is required to be
provided for any covered year during
which the incumbent served (for any
portion of the year) as CEO, but not for
prior fiscal years. For the year in which
the CEO assumed his or her position,
disclosure must be provided of all
compensation for the full year for
services rendered to the registrant and
its subsidiaries, including compensation
prior to becoming CEO. With respect to
any of the other named executives,
disclosure of historic pay is required if
such executive was an executive officer
of the registrant during the years
covered, notwithstanding a change in
position. Consistent with treatment of
the CEQ, if a named executive became
an executive officer during one of the
reporting years, all compensation during
that year should be included.

The Summary Compensation Table is
set forth below, followed by an
explanation of the nature and scope of
compensation elements included.

Name and principal position

Annual compensation

Long term compensation

Other

Awards All other

annual
compensa-
tion ($)

Salary ($) Bonus ($)

(c) (d) (e)

Restricted
stock
award(s) ($)

Payouts— compensa-

Options/ tion ($)
SARs (#)

(N ()

1. Annual Compensation—Salary and
Bonus Columns

No substantive change has been made
to the proposal with respect to the
reporting of salary and bonus, with one
minor exception discussed below. Under
the amended regulation, the dollar value

33 Instruction to ltem 402(b) of Regulation S-K.
See sections 13(a) and 15(d) of the Exchange Act [15
U.S.C. 78m(a) and 780(d)]. If the registrant was a
reporting company during part of a fiscal year,

of base salary and annual bonus,
whether denominated in cash, stock or
other rights, will be broken out in
separate columns of the Summary
Compensation Table. Commenters for
the most part recognized the legitimate
interest of shareholders and other users

information for the entire fiscal year must be
provided, since that information already would
have been reported at the time the registrant
registered the securities under the Securities Act or

of proxy and information statements in
the distribution of annual compensation
dollars between fixed salary and the
generally more performance-sensitive
bonus. While several commenters
observed that some bonuses are not tied
to performance, but instead represent

Exchange Act. If information for any prior year was
provided in connection with a previous Commission
filing, information for that year should be provided
in the Summary Compensation Table.

34 Item 402(a)(4) of Regulation S-K.
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merely a percentage of salary, this type
of information would be disclosable in
the Board Compensation Committee
Report.

Compensation earned for services
performed in a given year, but deferred
at the election of the executive officer,
will be reported as annual compensation
in the column for the type of
compensation to which it corresponds
(salary or bonus). Registrants may not
avoid inclusion of annual cash or non-
cash payments in the salary or bonus
columns simply by labeling such
payments as something other than
salary or bonus. Where the amount of
bonus or salary earned for services
performed in the last completed fiscal
year is not calculable in sufficient time
to be reported in the proxy or
information statement, the instructions
specify that the Summary Compensation
Table in such proxy or information
statement must so note. The Summary
Compensation Table in the next year’s
proxy (or information) statement must
include that bonus or salary amount for
the fiscal year in which it was earned.?®

The Commission has decided to
modify the previously proposed
treatment of forgone salary or bonus
pursuant to registrant programs under
which executives receive stock, stock-
based instruments or some other form of
compensation in lieu of a portion of
annual compensation earned.3®
Registrants will not be required to report
or disclose the amount of salary or
bonus forgone in the appropriate
column, but must include the dollar
value of such forgone amounts in
calculating whether a particular
executive is among the most highly
compensated and whether a particular
executive's annual salary and bonus in
the aggregate exceed the new $100,000
threshold for individualized
disclosure.®” Awards of non-cash
compensation made to an executive in
lieu of salary or bonus amounts
nevertheless must be disclosed where
these awards otherwise are required to
be reported in the Summary
Compensation Table. For example,
options or restricted shares received in a
given fiscal year instead of annual cash
compensation otherwise payable in that
year would be disclosed in the Summary

3% Instruction 1 to Item 402(b)(2)(iii){A) and (B) of
Regulation S-K.

3% Some commenters expressed concern that
shareholders would assign the dollar value of the
amount forgone to the option or other instrument
elected.

37 Instruction 3 to Item 402(b)(2)(iii)(A) and (B) of
Regulation S-K; Instruction 1 to Item 402{a}(3) of
Regulation S-K. For purposes of determining
whether perquisites need be reported. forgone
salary or bonus need not be considered.

Compensation Table in the
corresponding option or restricted stock
grant column. Restricted stock received
in lieu of salary or bonus will be
included in the aggregate year-end
information on restricted stock holdings
required to be reported for each named
executive officer. Where the grant of a
particular form of non-cash
compensation does not appear in the
Summary Compensation Table, as
would be the case with respect to a
grant of performance shares or units
received in exchange for forgone salary
or bonus, a footnote must be added to
the salary or bonus column so disclosing
and identifying the table where such
grant is included.?®®

2. Other Annual Compensation

All additional forms of annual cash
and non-cash compensation paid,
awarded or earned, including registrant
contributions to retirement plans, were
proposed to be reported as “Other
Annual Compensation.” Both the nature
and scope of the information proposed
to be reported under this column have
been revised substantially in response
to comment.

As restructured, the Other Annual
Compensation column is required to
cover specified other compensation not
properly categorized as salary or
bonus.?? The items specified are:
perquisites; payments to cover an
executive’'s taxes (commonly known as
"gross-ups'); earnings paid or payable,
but deferred at the election of the named
executive officer, on deferred
compensation, restricted stock and
stock options/SARs at above-market
interest rates or through preferential
dividend payments; all earnings paid or
payable, but deferred at the election of
the named executive officer, on long-
term incentive plan (“LTIP")
compensation; 4% and preferential
discounts on stock purchases.

% Instruction 3 to Item 402(b}(2)(iil){A) and (B) of
Regulation S-K.

% Jtem 402(b)(2)(iii)(C) of Regulation 5-K.

49 Earnings on deferred compensation, restricted
stock. options/SARs, or long-term incentive
compensation accrued but not currently payable
(i.e., the named executive officer cannot elect to
receive it currently) would be reported in the “All
Other Compensation” column of the Summary
Compensation Table, as would registrant
contributions to defined contribution plans.

Items such as annual expense accruals for
contingent awards under long-term incentive plans,
yearly appreciation or depreciation in the value of
phantom stock or SARs between award and
maturation, and annual conditional vesting of
deferred shares under & performance share plan,
were not intended to be covered by the Summary
Compensation Table and need not be reported in
this table or pursuant to any other provision of Item
402,

As proposed, the Other Annual
Compensation column would have been
footnoted to identify its different
components. That general provision has
been revised to require only disclosure
of certain perquisites.

a. Perquisites. Several commenters
suggested that, to reflect inflation, the
perquisites and other personal benefits
reporting threshold should be raised
from the lesser of $25,000 or 10% of
reported salary and bonus, and that the
requirement to itemize each perquisite
or benefit in a footnote be eliminated.
Given the effect of inflation since the
last revision of Item 402 in 1983, which
has been taken into account in the
Commission’s upward adjustment of the
dollar benchmark for designating the
named executives, the Commission
similarly has increased the perks/
personal benefits threshold in the final
rule to call for disclosure only when the
aggregate value of these items exceeds
the lesser of either $50,000 or 10% of
total salary and bonus disclosed in the
Summary Compensation Table.5?

As proposed, the registrant would
have been required to identify each
perquisite included in the amount
reported in a footnote to the Other
Annual Compensation column. The Item
has been revised to require footnote or
textual narrative disclosure of the
nature and value of any particular
perquisite or benefit only for those perks
valued at more than 25% of the sum of
all perquisites reported as Other Annual
Compensation for that executive.**

b. Earnings on deferred compensation,
restricted stock, options and SARs.
Commenters took issue with the
proposed change to require reporting of
all interest on deferred compensation,
and all dividends on restricted stock.
These commenters objected to
characterizing all interest and dividends
as compensation, whatever the rates of
return. The Commission is persuaded of
the merit of the commenters' view that
market-rate and non-preferential
earnings on deferred compensation,
restricted stock, and options/SARs
should not be reported as compensation.
Accordingly, the Item has been revised
to require disclosure only of above-
market or preferential earnings paid or
payable by the registrant or any of iis

*1 The requirement in former Item 402 to disclose
the existence of perquisites below the threshold has
been deleted as immaterial,

42 Instruction 1 to Item 402(b)(2)(iil)(C) of
Regulation S-K. As under former Item 402, dollar
amounts assigned to perquisites and other personal
benefits will continue to be calculated on the basis
of aggregate incremental cost to the registrant and
its subsidiaries. Instruction 2 to Item 402(b){2)(iii}{C)
of Regulation S-K.
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subsidiaries.*® Such amounts will be
reported as Other Annual Compensation
if paid (or payable but deferred at the
named executive's election) with respect
to the fiscal year and calculable in
sufficient time to be reported in the
proxy or information statement. If not so
paid or payable in the fiscal year, such
amounts will be reported under the
residual All Other Compensation
column.

To avoid the problems cited by
various commenters in allowing
registrants to exercise judgment as o
what constitutes market rate interest,
the item now defines the term “market
rate.” 44 Interest will be deemed to be
above-market, thereby triggering a
disclosure obligation, only if the rate of
interest is in excess of 120% of the
applicable federal long-term rate
("“AFR").*3 In contrast to former Item
402, this determination will be made by
reference to the market rate in effect
only at the time the interest rate was
set.*S Under the former item, the
measurement was taken both at the time
the plan was established and at the time
the interest was earned. The change is
designed to pick up interest rates
intended by the registrant to be
compensatory. Only the above-market
portion of interest earned in the fiscal
year is required to be reported as
compensation; that compensation
should be reported in the Other Annual
Compensation column if paid or payable
in that year; otherwise, it should be
reported in the All Other Compensation
column of the Summary Compensation
Table.

The value of dividends (or dividend
equivalents) will be reported in the
Summary Compensation Table only
where the named executive receives

47 Earnings on deferred compensation invested in
third-party investment vehicles, such as mutual
funds, need not be reported.

44 Instruction 3 to Item 402(b)(2)(iii)(C) of
Regulation S-K.

4% A registrant should select the compounding
rate in the AFR table that corresponds mos! closely
to the rate set. AFR dala are published monthly by
the Internal Revenue Service. which requires use of
the AFR for a variety of purposes, including
determination whether the present value of a future
change-in-control payment renders it a “golden
parachute” for tax purposes. See Internal Revenue
Code Section 1274(d) [26 U.S.C. 1274(d)]: Internal
Revenue Code Section 280G(d)(4) (26 U.S.C.
280G{d)(4)].

S In the event of a discretionary resel of the
applicable interest rate, the requisite calculation
must be made on the basis of the new rate in effect
at the time of such resel. Instruction 3 to ltem
402(b)[2)(iii){C) of Regulation S-K.

If applicable interest rates vary depending on
conditions such as a minimum period of continued

preferential dividends.*” Dividends (or
dividend equivalents) are preferential
only if they are earned at a more
favorable rate than dividends on the
registrant’s common stock. Where
dividends (or dividend equivalents)
earned are preferential, only the dollar
value of the preferential portion thereof
is required to be reported as
compensation; that compensation
should be reported in the Other Annual
Compensation column if paid or payable
in that year, and otherwise in the All
Other Compensation column.

c. Earnings on LTIP compensation. In
contrast to earnings on deferred
compensation, restricted stock and
options/SARs, the full amount of all
earnings on LTIP compensation must be
reported as compensation because such
earnings do not represent payments for
the registrant's use of the executive's
deferred funds. Earnings on LTIP
compensation may be reported as part
of the amount ultimately realized, unless
such amount is paid or payable (but
deferred at the election of the named
executive officer) prior to payout or
maturation. If paid or payable at such
earlier time, these earnings would be
reported as Other Annual Compensation
for the year paid or payable.

d. Discounted stock purchases. This
column includes discounts on stock of
the registrant and its subsidiaries
purchased by named executive officers
from the registrant or its subsidiaries,
unless such discounts are available
generally, either to all shareholders or to
all salaried employees.*® Such
discriminatory discounts provide
compensation to the executive equal in
value to the difference between the
purchase price paid by the executive
and the fair market value of the stock at
the date of purchase,*®

3. Restricted Stock Awards

No change has been made in the final
version of Item 402 with respect to the
Summary Compensation Table column
for reporting the full market value of
aggregate restricted shares awarded in a

*7 Instruction 4 to Item 402{b){2){iii)(C) of
Regulation S-K. Where there is no preferential
treatment, the Summary Compensation Table
simply will include a footnote to the Restricted
Stock Award column stating whether dividends are
payable on the restricted stock. The same
preferential standard governs reporting of accrued
dividends and equivalents in the “All Other
Compensation™ column.

4% tem 402(b){2){iii)(C){5) of Regulation S-K.
Purchases made through deferral of salary or bonus
will receive the same treatment.

*® The discount is generally treated as a

tion expense under Generally Accepted

service, the reported emount should be calculated
assuniing satisfaction of al! conditions to receiving
interest al the highest rate. /d.

Accounhng Principles. See Accounting Principles
Board Opinion No. 25, “Accounting for Stock Issued
to Employees" (October 1972] (“APB No. 25").

given fiscal year to a named executive.
Given the minimal risk of forfeiture and
the concomitant likelihood of
appreciation above the grant-dale
market value attendant to the vast
majority of restricted share awards,
which are contingent only upon the
passage of time and/or continued
employment with the registrant, no
discount to market is appropriate to
reflect interim constraints on
transferability. Deductions for any
consideration the executive-recipient
has paid for the restricted stock granted,
however, may be reflected in the
aggregate amount disclosed.®®

Where a restricted stock plan includes
performance-based conditions on
vesting, the registrant may elect to treat
these items as LTIP compensation.5!
Grants of such items would be reported
in the table specifically provided for
LTIP awards. If 8o reported at grant, the
value of any of these so-called
“performance restricted shares" must be
reported in the Summary Compensation
Table on payout or maturation.

Under the proposal, registrants would
have been required to include in a
footnote the vesting schedule for all
restricted stock awarded. As adopted,
the Item requires footnote disclosure of
vesting terms only for those awards that
provide for vesting of all or part of the
shares awarded in less than three years
from the date of grant.®? Restrictions on
full ownership of restricted shares
typically lapse over a period of at least
three to five years.®® Therefore, footnote
vesting information is required for
awards that do not reflect those typical
conditions.

Data on the number and value of
aggregate restricted shareholdings at the
end of the last completed fiscal year
have been moved from the proposed
Restricted Stock Grant Table to a
footnote to the Restricted Stock Award
column of the Summary Compensation
Table. Except for this information, the
Restricted Stock Grant Table was
largely redundant of information

0 Item 402{b)(2){iv}{A) of Regulation S-K. This
treatment is consistent with the recognition, for
accounting purposes, of full market value at
measurement date (grant date if no contingencies)
less any amounts paid or to be paid by the
executive, See APB No. 25.

31 Instruction 1 to Item 402(b){2}{iv) of Regulation
S-K. Disclosure of restricted stock awards in the
Summary Compensation Table may not be evaded
simply by attaching illusory performance conditions
to time-lapse restricted shares.

2 Instruction 2 to Item 402(b)(2)(iv) of Regulation

83 See F. Foulkes, Executive Compensation—A
Strategic Guide for the 1990s 531 [1991); see also
Equity Compensation Trends in America 13 (Share
Dala 1891) (48% of survey respondents sward
restricted stock that vests in five or more years)
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disclosable elsewhere under amended
Item 402 and therefore has been deleted.

4. Option/SAR Grants

Separate option and freestanding SAR
columns originally proposed have been
combined, at the suggestion of
commenters, to streamline presentation
of the requisite award information.5* As
noted above, the total number of options
and SARs reported must include cash-
only SARs as well as those payable in
stock. Rather than adding a separate
column for repriced options or SARs to
the Summary Compensation Table, as
proposed, registrants are required to
include options repriced during a
covered fiscal year as new grants of
options in this column.55

5. LTIP Payouts

No change has been made to the
reporting of LTIP payouts or
maturation,®® other than to require the
inclusion of the value of any restricted
performance shares that vest during a
covered fiscal year if not previously
reported in the Summary Compensation
Table as an award of restricted stock.57
Registrants therefore must disclose the
dollar value of cash or stock-
denominated awards actually realized,
or matured but deferred at the election
of a named executive officer, in a
particular fiscal year.

Under the original proposal,
registrants would have been required to
disclose all performance-related
conditions to payout in a footnote to this
column. As adopted, footnote disclosure
is required only of the waiver of
performance targets or other conditions
to realization of an award in connection
with a reportable payout.>8

6. All Other Compensation

Any compensation to a named
executive officer that is not reported
under any other column of the Summary
Compensation Table must be reported
under the All Other Compensation
column,®? other than option and SAR

84 Item 402(b)(2)(iv)(B) of Regulation S-K.

** Instruction 3 1o Item 402(b)(2)(iv) of Regulation
S-K.

% ltem 402(b)(2)(iv){C) of Regulation S-K. For
purposes of the LTIP Payout column of the Summary
Compensation Table and the LTIP Awards Table
discussed below, the term “long-term incentive
plan” is defined as any plan providing
compensation intended to serve as incentive for
performance 1o occur over more longer than one
fiscal year (whether by reference to the registrant's
financial performance, stock price, or other
measures), other than restricted stock. options and
SARs. Item 402(a)(7)(iii) of Regulation S-K.

Instruction 1 to Item 402(b)(2)(iv) of Regulation S-
K

*® Instruction 4 to Item 402(b)(2)(iv) of Regulation
K

59 ltem 402(b)(2)(v) of Regulation S-K.

exercises and LTIP awards.®° In
contrast to the proposal, the footnote
identifying and quantifying
compensation reported in this column
may be restricted to the last completed
fiscal year. Item 402(b) includes a list of
specific items that would be reportable
in this column. These items, which are
not exclusive, are discussed below.

a. Amounts paid, payable or accrued
under termination, severance and
change-of-control arrangements. As
proposed, the full value of any golden
parachute or other amount paid, payable
or accrued ®! in a fiscal year covered by
the Summary Compensation Table, in
connection with a change-in-control or a
named executive's termination or
severance, would be reported in this
column.®2

b. Earnings on deferred compensation,
restricted stock, options and SARs. As
discussed above, earnings on deferred
compensation, restricted stock, options
and SARs are treated as compensation
only when they are above-market, in the
case of interest, or preferential, in the
case of dividends or dividend
equivalents,®® Where such earnings
with respect to a covered fiscal year are
not reported as Other Annual
Compensation, they should be reported
in the All Other Compensation column.
Thus, the proposed column for accrued
dividends on restricted stock has been
eliminated.

¢. Earnings on LTIP Compensation. As
noted above, the full amount of earnings
on LTIP compensation is treated as
compensation. These amounts should be
reported in the All Other Compensation
column, unless reported in the Other
Annual Compensation column.®* If the
applicable interest rate varies
depending on specified conditions (for
example, a minimum period of
continued service), the reported amount
should be calculated assuming all
conditions to receiving interest at the
highest rate are met,

d. Registrant contributions to defined
contribution plans. Disclosure is
required of the annual contributions or
other allocations of the registrant or any
of its subsidiaries on behalf of any
named executive officer to defined

%9 Instruction 1 to Item 402(b}(2)(v) of Regulation
S-K. Those items are reported in other tables.

! In contrast to disclosure of termination or
severance arrangements and golden parachutes
under Item 402(h). this requirement is not subject to
a dollar reporting threshold.

2 This does not include payouts pursuant to
employee benefit plans, whether defined
contribution plans or defined benefit or other
actuarial plans.

3 [tem 402(b)(2)(v)(B) of Regulation §-K. See
supra Section ILB.2.b.

%4 Item 402(b)(2)(v)(C) of Regulation S-K.

contribution plans (*DCPs"), whether
tax-qualified plans, excess benefit plans,
or non-qualified supplemental executive
retirement plans, known as “SERPs.” In
light of commenter concerns that such
contributions might be misperceived as
currently available to the employee
during the reporting period, the location
for reporting of these amounts has been
changed from the Other Annual
Compensation column to the All Other
Compensation column.®®

Responding to questions raised in the
proposing release, several commenters
advised that the revised Item should
require disclosure of the entire amount
of a registrant’s annual DCP
contribution for the year in which made,
regardless of whether benefits are
vested or unvested at that point. These
commenters stated that the timing of
vesting should not be controlling
because for many of these plans,
particularly discriminatory plans,
substantial unvested amounts might
never be disclosed. This could occur, for
example, where contributions are made
annually on behalf of an executive to a
DCP SERP with a retention, or “golden
handcuff," feature under which vesting
will not occur until at or after
retirement. The Commission agrees with
these comments and has amended the
rules to cover such contributions.®®

The requirements of Item 402 have
been revised to clarify that defined
benefit or actuarial plans are not
covered in the Summary Compensation
Table.®” Information concerning defined
benefit or actuarial plans therefore will
continue to be reported pursuant to the
provisions of Item 402(f) governing
pension plan disclosure.

e. Compensatory split-dollar
insurance payments. Under the
proposal, the annual premiums paid by
the registrant in the covered fiscal year
with respect to split-dollar insurance
arrangements relating to the named
executive officers would have been
required to be reported in the Other
Annual Compensation column of the
Summary Compensation Table.
Commenters objected to this treatment,
urging that it overstated the
compensatory aspect of these
arrangements, because the registrant-
paid premiums normally are refunded to
the registrant on termination of the
policy.

8 [tem 402{b)(2)(v)(D) of Regulation S-K.

8 Earnings on DCP contributions need not be
reported.

7 Instruction 2 to Item 402(b)(2){v) of Regulation
S-K.
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As adopted, the portion of the
premium paid by the registrant in the
covered fiscal year pursuant to a split-
dollar arrangement that is attributable
to term life insurance coverage for the
executive officer will continue to be
reported in full.®® In response to the
commenters' concern, however,
registrants will be given the option of
reporting either: (1) The full dollar value
of the remainder of the premiums paid
by or on behalf of the registrant during
the covered fiscal year; or (2) the current
dollar value of the benefit to the
executive officer of the remainder of the
premium paid by or on behalf of the
registrant during the fiscal year. The
benefit must be determined for the
period, projected on an actuarial basis,
between the payment of the premium
and its refund at the earliest possible
time to the registrant.®? In addition,

%% The executive is deemed to receive a currently
taxable economic benefit to the extent of the
employer's payment of the cost of term insurance
coverage. IRS Pension Service Table 58; see H.
Zaritsky & S. Leimberg, Tax Planning with Life
Insurance 1§ 65.05{1}, 2] (1991).

4% The same treatment would be accorded loans
made to the named executive officers to fund such
arrangements.

The same method should be used for each of the
named executive officers. If the registrant chooses
to change methods from one year to the next, that
fact, and the reason therefor, should be disclosed in
a footnote to the table.

consistent with the treatment of
registrant contributions to defined
contributions plans, reporting of split-
dollar premiums paid by a registrant
(including the term insurance portion)
has been moved to the All Other
Compensation column.”®

C. Option/SAR Tables

A number of commenters suggested
streamlining the series of Options/SAR
tables originally propesed, particularly
to consolidate tables and, to the extent
consistent with shareholder
informational needs, to reduce the
amount of detail required. Accordingly,
amended Item 402 prescribes two
tables—a combined table including
individual grant and related potential
valuation table, and a combined table
including aggregated exercise and year-
end holdings value information. The
proposed Option/SAR Summary Report
that detailed the nature and extent of
the registrant's use of options has been
deleted, and a new column added to the
grant table to reflect the percent of
options and SARs granted to all
employees in the year represented by
each grant to each named executive
officer. Much of the information
contained in that summary report was

79 Htem 402(b){2){v)(E) of Regulation S-K.

OPTION/SAR GRANTS IN LAST FiISCAL YEAR

duplicative of information provided for
the named executives under revised
Item 402, or in the annual report on Form
10-K or the annual report to security
holders.™

1. Individualized Option/SAR Grants in
the Last Fiscal Year

The newly combined grant/potential
value table requires, for each of the
named executive officers, information
regarding individual grants of options/
SARs made in the last completed fiscal
year, and their potential realizable
values.’? Small business igsuers are not
required to include the valuation
information required under columns (f)
and (g).” This information originally
was proposed to be furnished in the
tables entitled “Values Based on
Assumed Rates of Stock Price
Appreciation for Options Granted in
Last Fiscal Year" and the “Individual
Grants in the Last Fiscal Year."” The
reconstituted table, as adopted, appears
below:

" information concerning the number of
outstanding options is reported in the registrant’s
financial statements. See Accounting Research
Bulletin No. 43, Ch. 13B, { 15.

2]tem 402(c) of Regulation S-K.

3 1tem 402(a)(1){i) of Regulation S-K.

Individual Grants

Potential realizable value

Percent of
Total

Exercise or

e

Op!
SARs
granted (#)

(b) (@

Expiration

Alternative
to (f) and
(g): Grant
Date Value

at assumed annual rates
of stock price appreciation
for option term

daie Grant date
5% ($) 10% ($) present
value $

N @ (U]

a. Individualized Grant Information.
A broad cross-section of the
commenters supported the need for the
individualized grant data called for by
the table. Required information on
individual option grants includes the
number of options/SARs granted, the
percent of total grants to employees
represented by each grant, the per-share
exercise or base price, and the
expiration date. Repriced options or

SARs must be reported as new grants.™
A separate column must be added
disclosing the grant-date market price of
the registrant's stock if options or SARs
are granted at an exercise price below
fair market value.™

" Instruction 2 to Item 402(c) of Regulation S-K.

7 "Markel price" may be calculated either by
reference 1o the closing market price per share of
the underlying security, or to any other formula for
determining market price prescribed for the option
or SAR. Instruction 6 to ltem 402(c) of Regulation S-
K.

A single grant with different exercise
or base prices, performance vesting
thresholds, 7 or expiration dates will be
reported as separate grants with respect
to each tranche with a different exercise
or base price, performance threshold or
expiration date. Multiple grants in a
fiscal year may be aggregated where
they have the same exercise or base

™ This would be the case with performance
oplions, where the exercise price is set at current
market, but vesting is tied to stock price Increases.
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price and expiration dale, and are not
subject to disparate performance vesting
thresholds.”

As under the proposal, the final rules
mandate diselosure of performance
criteria and other material terms of the
option or SAR granted.”® Examples
include option reload mechanisms,
tandem instruments, tax reimbursement,
or “gross-up" provisions, and provisions
(other than antidilution provisions)
structured to adjust the option exercise
price. If the exercise or base price of an
option or SAR could be lowered at any
time during its term (other than through
operation of an antidilution provision),
the registrant must clearly and fully
disclose these provisions and their
potential consequences either by
footnote or accompanying textual
narrative.™

b. Potential Realizable Value
Information or Alternative Grant-Date
Option/SAR Value. In the proposing
release, the Commission indicated that
it had considered requiring option grant-
date valuation disclosure in the
Summary Compensation Table, but
concluded that shareholders might be
better served by data reflecting a range
of potential realizable values calculated
on the basis of various assumed stock
price appreciation rates over a period of
10 years. A number of commenters
urged the Commission to reconsider its
decision not to require option valuation,
on the ground that such valuation is
recognized as valid and generally relied
upon in the market. Other commenters
argued against mandating a specific
valuation, while a number went further
to argue that no value-related
information should be required, either
because they believed any future stock
price appreciation that might be realized
on exercise does not represent
compensation to the executive-recipient,
or any information relating to potential
realizable gain would be inherently

7 Instruction 1 to Hem 402(c) of Regulation 5-K.

* Instruction 3 to item 402{c) of Regulation S-K.
" Instruction 5 to ltem 402(c) of Regulation S-K.

speculative and therefore inappropriate.

In light of the significant commenter
support for grant-date valuation, item
402(c) has been revised to allow
registrants to report the grant-date
option or SAR value. Those registrants
that do not opt to disclose grant-date
value would instead provide the data
called for by the mandated potential
option value columns. Repriced options
or SARs reported as new grants would
be subject to this disclosure.

The potential value columns of the
new table have been refined in light of
the comments received. Changes to the
proposed assumed rates of stock price
appreciation were made in response to
comments that the appreciation rate
should be specified at an annual rate to
accommodate different option periods,
and that the highest rate proposed,
200%, was unrealistic for many
companies.

In response to these concerns, the rule
provides for assumed annual
appreciation rates and use of the actual
option or SAR term. In determining the
potential appreciation applicable to a
given option or SAR, the registrant will
apply the annual appreciation rate
compounded annually for the full term
of the option or SAR. Registrants will
report potential option or SAR gain
values based on assumed annualized
rates of stock price appreciation of 5%
and 10% over the term of the option or
SAR granted, with appreciation to be
determined as of the expiration date of
the option or SAR.* Assuming a 10-year
term and annual compounding, this
would result in total potential
appreciation of 63% and 159%,
respectively.

Where the registrant chooses to use
the grant-date valuation alternative, the
valuation should be footnoted to
describe the valuation method used.
Where the registrant has used a
variation of the Black-Scholes option

* For example, the potential realizable values of
an option for 1000 shares with an exercise price of
$10, and a five-year term, would be reported as
$2.763 (5%) and $6.105 (10%).

pricing model, the description may be
limited to a simple indication of the use
of such pricing model. In the event
another valuation method were to be
used, the registrant would be required to
describe the methodology as well as any
material assumptions.

For awards of discount options or
SARs with an exercise or base price
below the market price of the underlying
stock, a new 0% column must be added.
In a change from the proposal, the final
rules permit, but do not require
registrants that have established
minimum stock price appreciation
levels, sometimes referred to as
“hurdles,"” or any other performance-
related conditions to vesting, to insert
additional columns to demonstrate the
effect of the premium strike price.
Registrants also would be free to add
columns reflecting either zero
appreciation, where assuming the
exercise or base price is at or above the
market price on the date of grant, and
historical appreciation,® respectively,
information that a number of
commenters suggested would be useful.
With respect to indexed options,
registrants that wish to reduce the
potential realizable gain to reflect the
impact of indexing must disclose the
operative assumptions applied, either in
a footnote or narrative accompanying
the table.®?

2. Aggregated Option/SAR Exercises in
Last Fiscal Year and Fiscal Year-End
Option/SAR Values

To streamline further the information
required with respect to options, the
proposed Option Exercise Table and
Options Held at FY-End Table have
been simplified and consolidated into a
single table.® This table, as adopted, is
depieted below:

* Instruction 8 to Item 402(c) of Regulalipn S-K.
*Instruction 4 to Item 402(c) of Regulation S-K.
*1tem 402(d) of Regulation S-K.

AGGREGATED OPTION/SAR EXERCISES IN LAST FISCAL YEAR AND FY-END OPTION/SAR VALUES

Shares
acquired on
exercise (#)

(b)

Valus of
unexercised

In-

ns/
at FY-end ($)
exercisable/

Number of
# y
options/SARs
at FY-End (#)
exercisable/
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Unlike the proposal, the rules as
adopted permit presentation of option/
SAR exercise information on an
aggregated basis for each named
executive. Many of those commenting
on the proposed individualized exercise
format did not see the need for separate
disclosure of each exercise to assess
registrant compensation practices.
Information concerning expiration dates
and annualized gain have also been
eliminated as unnecessary.

Other than substituting the terms
“exercisable” and “unexercisable” for
the proposed “vested" and “unvested"
terminology at commenters' request, the
required information with respect to
options and freestanding SARs held at
fiscal year-end is unchanged from the
proposal. Though some commenters
questioned the need for this information,
others indicated that, in assessing
option awards in a given year, the
amount and potential value of options
held by an executive officer were
important items of information.

An instruction states that the value of
exercised options and unexercised in-
the-money options is calculated by
subtracting the exercise or base price
from the fair market value of the
securities underlying the options or
SARs as of the exercise date or the
fiscal year-end, respectively.® Thus, the
withholding of shares to pay the
exercise price or taxes will not affect the
calculation.®®

D. LTIP Awards

As proposed, long-term incentive
plan ® compensation granted to the

8 [nstruction 1 to Item 402{d)(2) of Regulation 5
K.
® Tax reimbursement payments by the registrant
to the executive officer for taxes, commonly known
as “gross-ups.” would not be reflected in this table,
but would be reported in the “Other Annual
Compensation” column of the Summary
Compensation Table. Instruction 2 to Item 402(d)(2)
of Regulation S-K.

% See Item 402(a)(7)(iii) of Regulation S-K for the
definition of this term.

named executive officers during the last
fiscal year would have been required to
be disclosed in tabular format on a plan-
by-plan basis. However, consistent with
other efforts to streamline and
consolidate the data sought, the
proposed Stock Price-Based Plans table
(LTIP Table A) and the Non-Stock Price-
Based Plans table (LTIP Table B) have
been consolidated,®” the information
sought streamlined, and the payout
information deleted as duplicative of
information in the Summary
Compensation Table.®

The revised, consolidated table is as
follows:

* ltem 402(e) of Regulation S-K.

" The requirement for disclosure of grant date
value has been deleted. At the suggestion of
commenters, the titles of the target value award
columns have been revised to reflect more
accurately the actual terminology of a majority of
plans covered.

LONG-TERM INCENTIVE PLANS - AWARDS IN LAST FISCAL YEAR

Performance

Number of
shares, units
or other rights
O]

(®)

or other period
until
maturation or
payout

()

Estimated future payouts under non-stock price-

Threshold ($
or¢)

(&

Target ($ or ¢)

Maximum ($
of ¢)

(0}

As under the proposal, the final rule
encompasses awards under long-term
incentive plans that are stock-based,®®
where the measurement of the benefits
to be received by the executive is a
function of movements in the market
price of the underlying registrant
security, as well as plans prescribing
performance criteria other than or in

8 As contemplated by the proposing release,
grants of instruments such as phantom stock
{denominated in “'shares" or “options”) and
performance share units payable on the basts of the
registrant's stock price performance would be
reported in this table.

addition to market price.” As noted
above, restricted stock awards whose
vesting is conditioned upon the
satisfaction of a specified performance
goal as well as the passage of time will
be reported in this table if not reported
as awards of restricted stock in the
Summary Compensation Table. Tandem
grants of two instruments, only one of

% Each LTIP award to a named executive officer
in the last completed fiscal year would be disclosed.
with an identification of the plan involved if there
was more than one such award. Instruction 3 to
Item 402(e) of Regulation S-K.

which may be covered by this provision,
would be required to be reported only in
the table applicable to the other
instrument; duplicative reporting as a
long-term incentive plan award is not
required. For example, the grant of an
option in tandem with a performance
share or unit would be disclosed as an
option grant.®!

! Instruction 8 to ftem 402{e) of Regulation 8-K.
The tandem instrument would be disclosed as &
material term of the option. Instruction 3 to ltem

2(c) of Regulation S-K.
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Other required disclosures carried
over from the proposal are the estimated
payouts realizable in relation to the
performance targets, and a description
in footnote or narrative text of both the
performance-based formula or measure
and the range of performance necessary
to achieve the threshold,** target * and
maximum * payout amounts. As
suggested by some commenters, the rule
permits a registrant to substitule a
representative amount if it is unable to
determine the target award range,
Estimated payout information is not
required for plans based solely on stock
price. Actual amounts paid or payable
(but deferred at the election of the
named executive officer) at maturation,
both for such plans and non-stock price-
based plans, must be disclosed in the
Summary Compensation Table.

Registrants may use more generalized
disclesure to the extent necessary 1o
preclude disclosure of confidential
business information.® A general
statement similar to the following would
satisfy this requirement for a
performance plan tied to achieving
certain specified growth rates of a
registrant’s return on equity.

Hlustration: Payouts of awards are tied to
achieving specified levels of return on eguity.
The targel amount will be earned if 100% of
the targeted EPS growth rate is achieved. The
threshold amount will be earned at the
achievement of 80% of the targeted EPS
growth rate and the maximum award amount
will be earned at achieving 130% of the
targeted EPS growth rate.

E. Pension and Other Defined Benefit or
Actuarial Plan Disclasure

Item 402(f), which covers pension and
other defined benefit or actuarial
retirement plans, has been adopted
substantially as proposed, except that it
does not include disclosure with respect
to defined contribution plans.“® Rather,
like the former Item 402 requirement, the

" Instruction 4 to ftem 402{e) of Regulation 8-K
(defining “threshold" as “the minimum amount
payable for a certain level of performance under the
plan™).

“1d. (ficﬁning “target" as “the amount payahle if
the specified performance target(s) are reached™).

*1d. [defining “maximum” as “the maximum
payout possible under the plan™).

* Instruction 2 to Item 402(e) of Regulation S-K.

% Accordingly, the only information required for
DCPs will be the registrant's annual contributions
reported in the “All Other Compensation” calumn of
the Summary Compensation Table.

revised item limits disclosure to
estimated post-retirement benefits under
pension and other defined benefit or
actuarial plans. No information
regarding these plans is required to be
presented in the Summary
Compensation Table.

The principal change from the tormer
requirements is that the revised item
focuses on estimated annual benefits
payable, thus eliminating the plan
descriptions cited by many commenters
as both unnecessary and confusing.® As
under the former requirements, two
methods of providing the estimated
benefits information are provided: for
plans under which benefits are
determined primarily by final (or
average final) compensation, a table
showing benefits by compensation and
years of service classifications; * and
for plans under which benefits are
determined in a different manner, a
description of the formula and the
estimated annual amounts payable for
each of the named executives.

With respect to plans under which
benefits are determined primarily by
final compensation, registrants must
disclose the entire pensionable
compensation base, and include all
prospective benefits in the mandated
table, whether payable under qualified
or non-qualified plans. While the former
item required that covered
compensation be related to the
compensation reported in the Cash
Compensation Table, the revised item
refers instead to the broader
compensation base reflected in the
Summary Compensation Table.*®

Questions were raised by commenters
as to the need to disclese annual
accruals in connections with defined
benefit or actuarial plans pursuant to

* [nformation on terms of non-qualified plans
other than the payment schedule will continue to be
available in exhibits to the registrant's Form 10-K,
as discussed below.

" instructions 4 and 5 to former Item 402(b) of
Regulation S-K, which relate to the pension table,
were not included in the proposal, but have been
restored to the item as revised. Instructions 1 and 2
to Item 402{f) of Regulation S-K.

As propesed and adopted, the sample table
provides remuneration categories up to $500,000 to
reflect compensation trends, rather than up to
$225.000, as formerly. Hawever, registrants need not
extend the table beyond amounts applicable to the
company. ltem 402(f)(1) of Regulation S-K.

* Asg proposed, only annuzl compensation items
would have been covered. By contrast, as adoepted,
compensation required o be reparted under any
column of the Summary Compensation Table must
be included if it comprises part of the pensionable
compensation base pursuant ta the plan.

this or any other part of Item 402. Such
disclosure is not required.

F. Director Compensation

No change has been made to former
Item 402 requirements governing
disclosure of director compensation,
except for a clarifying instruction.'®
Under the broad language of the former
and current provisions, disclosure of any
standard or non-standard compensation
arrangement must be made in textual
narrative, naming each director thus
compensated and stating the specific
amounts paid. An instruction has been
added to the former requirement to
make it clear that the material terms of
non-standard arrangements with
directors, including consulting
arrangements, must be described.
Registrants must include the full amount
paid under any consulting arrangement
in the last completed fiscal year.

As discussed in the proposing release,
questions have arisen under former Item
402 as to its application in the case of
“charitable award” or “director legacy"
programs. Under such programs,
registrants typically agree to make a
future donation to one or more
charitable institutions in a participating
director's name, payable by the
registrant upon the director's death or
retirement, or some other designated
event. Funding vehicles for these
programs commonly take the form of
corporate-owned insurance policies on
the lives of participating directors.

Various corporate and other
commenters maintained that charitable
award or legacy arrangements need not
be disclosed, since the directors are not
receiving value through the
arrangement. Other commenters
contended that such arrangements
should be disclesed to shareholders
since the arrangements clearly relate to
directors' board service, and the
premiums can be considerable,
particularly relative to amounts paid
annually to directors, and are material
in assessing the relationship of directors
to the registrant. The Commission
agrees, and thus reaffirms its initial
conclusion that such arrangements are
required to be disclesed pursuant to the
requirements of Item 402(g).

In response to the Commission’s
request for comment on the need to
revise the director compensation
disclosure provisions governing
disclosure of other arrangements

190 Instruction to Item 402(g)(2) of Regulation S-K




48138 Federal Register / Vol. 57, No. 204 /| Wednesday, October 21, 1992 / Rules and Regulations

entered into in consideration of a
director's service, several commenters
endorsed the need for clarification of the
nature and scope of the mandated
disclosure with respect to director
charitable award or legacy
arrangements. Application of the new
instruction will require registrants to
identify each director participant and
the amount of the total legacy or award.

G. Employment Contracts and
Termination, Severance and Change-of-
Control Arrangements

The Commission has amended the
proposed line item requiring a narrative
description of registrant termination of
employment and change-of-control
arrangements to encompass all
employment contracts with the CEO or
any other named executive, and,
consistent with the upward adjustment
of the dollar benchmark for designaiing
named executives, to raise the reporting
threshold from $60,000 to $100,000.'°* A
number of commenters pointed out that
shareholders have a clear interest in
knowing what contractual commitments
the board has made on behalf of the
registrant, both with respect to present
inducements to join the registrant’s top
management and future promises, and
that the Commission should not delete
the requirement to disclose employment
contracts in its revision of Item 402.

H. Board Compensation Committee
Report

The proposal to require a report by
the Board Compensation Committee of
the bases for named executive officer
compensation and the relationship of
such compensation to company
performance provoked the strongest
comment of any of the proposals
concerning executive compensation.
While shareholders expressed great
enthusiasm for the report, the corporate
community and practicing bar raised
substantial concerns. Some argued that
the report was an undue intrusion into
the internal affairs of the company and
interfered with the operation of the
state-law business judgment rule; others
argued that the report would interfere
unduly with the functioning of the
Committee and would deter people from
serving as directors. Some questioned
the authority of the Commission to
require such disclosure, and suggested
that the Commission has not previously
required, and should not begin to
require, disclosure of the bases for
board or committee actions. These
commenters contended that individual
directors vote on a particular matter for

91 Item 402(h) of Regulation S-K.

a myriad of reasons, at times adopting
compromise positions, and that
disclosure of such information therefore
should not be required. A number of
commenters also raised concerns about
the appropriateness of public
assessments of individual officers'
performances, particularly in the case of
those other than the CEO, and the need
for disclosure of proprietary business
information in the discussion of the
performance of these executive officers.
Finally, many raised concerns about the
potential for litigation with respect to
these reports, particularly in light of the
signature requirement.

The Commission continues to believe
that disclosure of the Compensation
Committee's policies will enhance
shareholders’ ability to assess how well
directors are representing their interests,
and thus is an appropriate and
necessary improvement to the
disclosure concerning executive
compensation in the proxy statement
clearly within the Commission's
authority. The disclosure does not
impose new fiduciary standards on
directors, or require any particular
actions or procedures. Also, it is not
inconsistent with the business judgment
standards that, where applicable,
protect reasonable and good faith action
by the directors. While some contend
that requiring a discussion of the bases
for Compensation Committee or Board
action is unprecedented, extensive
disclosure is required as to the Board's
basis for concluding that a going-private
or roll-up transaction is fair to
shareholders. %

The Commission does not intend to
disrupt the discussions among the
Compensation Committee members. To
the extent that the proposing release, in
its analogy to the Management's
Discussion and Analysis requirement,'®
suggested to readers that the report
should outline these discussions, that is
not the intent of the requirement. To the
contrary, the report requires disclosure
of the bases for the Committee’s action,
and the Committee's discussion of the
relationship, if any, between corporate
performance and executive
compensation. It does not require a
discussion of each individual Committee
members' reasons or motivations for
supporting the Committee’s
recommendations. A description of the
rationale of the Committee for the
reported compensation and its

102Gee Rule 13e-3 under the Exchange Act {17 CFR
240.13e-3); Item 8 of Schedule 13E-3 [17 CFR
240.13e-100}; Item 910 of Regulation S-K [17 CFR
229.910).

193 tem 303 of Regulation S-K [17 CFR 229.303].

relationship to performance is all that is
required.

In response to concerns expressed by
commenters with respect to application
of the proposed report requirement to
the named executive officers
subordinate to the CEO, the Commission
has revised the requirement to limit the
specific discussion to the CEO.'*In
place of the discussion of the
compensation of each of the other
named executives and its relationship to
registrant performance, a discussion is
required of the compensation policies
with respect to the registrant's executive
officers, including the extent to which
such compensation (in the aggregate) is
performance-related, and the
performance measures that are
considered (e.g., sales, earnings, return
on assets, return on equity or market
share).!% As under the proposal, the
Committee would not be required to
disclose target levels with respect to
specific quantitative or qualitative
performance-related factors, or any
factors or criteria involving confidential
commercial or business information,
disclosure of which would adversely
affect the registrant.'%®

The Commission appreciates the
concern registrants have expressed
about litigation. The purpose of the
report is to inform shareholders of the
Committee’s good-faith rationale for its
compensation actions. If shareholders
are not satisfied with the decisions
reflected in the report, the proper
response is the ballot, not resort to the
courts to challenge the disclosure. To
make clear the Commission's intentions
in this regard, the provisions requiring
the report, as well as the related
requirement for the Performance Graph
discussed below, have been revised to
provide for the same treatment of such
disclosures as accorded information
required to be delivered to shareholders
in connection with the annual election
of directors in the annual report.’®
Specifically, the disclosure will not be
deemed soliciting material or to be filed
under section 18.'%®

194 Item 402(k)(2) of Regulation S-K.

105 [tem 402(k)(1) of Regulation S-K.

106 [nstruction 2 to Item 402(k) of Regulation S-K.

197 See Rule 14a-3(c) under the Exchange Act {17
CFR 240.14a-3(c)}.

19815 U,8.C, 78r. Specifically, revised ltem
402(a)(9) provides that this material shall not be
(citations omitted): "deemed to be ‘soliciting
material' or to be 'filed’ with the Commission or
subject to Regulation 14A or 14C, or to the liabilities
of Section 18 of the Exchange Act, except to the
extent that the registrant specifically requests that
such information be treated as soliciting material or
specifically incorporates it by reference into any
filing under the Securities Act or the Exchange Act.’
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The rules also have been revised to
specify that the Board Compensation
Committee Report and the Performance
Graph are required only in a proxy or
information statement relating to an
annual meeting of security holders (or
special meeting or written consents in
lieu of such meeting) at which directors
are to be elected.'® Accordingly, this
information is not deemed to be
incorporated by reference into any
Securities Act or Exchange Act filing,
except to the extent that the registrant
specifically incorporates it by reference
into such filing.

While the Board Compensation
Committee Report will continue to be
made over the names of the
Compensation Committee members, the
requirement for individual signatures
has been deleted in response to
comment. The signature requirement
was intended simply to increase the
Committee members' focus on the
specific disclosure obligation. The
requirement that the report be made
over the names of the Committee will
accomplish the same purpose and avoid
the practical difficulties involved in
obtaining manual signatures.’?

Questions have been raised as to the
consequences of board review of the
Compensation Committee action or
recommendations with respect to
executive compensation. No additional
disclosure or report will be necessary,
unless the Board of Directors rejects or
modifies, in any material way, the
action or recommendations of the
Compensation Committee with respect
to CEO compensation or executive
officer compensation policies. In such
case, the report would be made over the
names of the members of the Board and
would include disclosure of the reasons
that the Board was providing the report
rather than the Compensation
Committee, !

If the registrant does not have a
compensation committee or other board
committee performing equivalent
functions, the requirements with respect
to the Compensation Committee Report
will apply to the entire board of
directors.

Finally, in response to the concerns
raised by commenters about requiring
discussion of compensation decisions
with respect to particular executives
made prior to the adoption of the new
requirements, the decisions made prior
to the effective date of revised Item 402
with respect to the CEO's compensation
may be excluded from Board

' Jtem 402(a)(8). The same treatment is given to
the Option Repricing disclosure discussed helow.

119 Jtem 402(k)(3) of Regulation S-K.

" Id

Compensation Committee Report
disclosure.

L. Performance Graph

With certain modifications, the
Commission has adopted the proposal
requiring registrants to provide a line
graph comparing the registrant’s
cumulative total shareholder return with
a performance indicator of the overall
stock market and either a published
industry index or registrant-determined
peer comparison. In prescribing such a
comparison, the Commission recognizes
that many and varied performance
benchmarks other than shareholder
return are used in the design of
executive compensation packages.
However, as reflected in many
shareholder letters of comment,
shareholder return is a primary
benchmark for shareholders and
investors in assessing corporate
performance,

In response to commenters’
recommendations that registrants,
particularly those not in the S&P 500, be
given the flexibility to select another
broad market index, revised Item 402(/)
now affords registrants that are not
included in the S&P 500 a choice to use
another broad equity market index '*?
that includes companies that trade on
the same exchange or NASDAQ market,
or are of comparable market
capitalization. Registrants will be
expected to use the same index from
year to year, absent an accompanying
narrative explanation of the reasons for
the change.*® In addition to providing
this explanation, a registrant that selects
a new index for comparison in a given
fiscal year must compare its return with
that on both the old and new index in
the graph appearing in that year's proxy
or information statement.

In another change from the proposal,
this provision requires that the total
return figures be presented on a
dividend reinvested basis. Commenters
have pointed out that only in this
manner will inter-company
comparability be assured. Companies
that have elected to pass excess cash

112 Por example, the following broad indices may
be used if total return data on a dividend reinvested
basis are shown in a manner consistent with the
format required by item 402(/): the S&P 500
Composite Index. the Dow Jones Equity Market
Index, the American Stock Exchange Market Value
Index, the Wilshire 5000 Equity Index, and the
Russell 1000, 2000 or 3000. Mandated use of the S&P
500 for registrants included in that index will
enhance inter-company comparability. The S&P 500
composite is one of the 12 recognized leading
economic indicators used by the Department of
Commerce. See The Handbook of Cyclical
Indicators (Dept. Commerce 1984). See also
Economic Report of the President (transmitted to
Congress February 1992) at 403.

'3 1tem 402(/)(4) of Regulation S-K.

flow through to investors otherwise
would appear to have provided a
significantly lower return than in reality
would be the case.

Under the proposal, issuers were free
to set the base year at any point in time,
so long as a minimum five-year period
was depicted. A number of commenters
noted that such an approach could lead
to the selection of a base year beyond
five years for the sole purpose of casting
performance in an unduly favorable
light. The rule as adopted thus
establishes a mandatory measurement
point fixed at the close of trading on the
last trading day preceding the first day
of the fifth preceding fiscal year, with
disclosure mandated from that time
through and including the registrant's
last completed fiscal year.''* A shorter
period may be used if the class of
registrant equity forming the basis for
the comparison has been registered
under the Exchange Act for a shorter
time. Adopting a mandatory
measurement point not only will reduce
the potential for manipulation, but also
will enhance inter-company
comparability.

The proposed rules also would have
required registrants to compare their
total return against a group of peer
companies, using either return on a
nationally recognized industry index or
a registrant-constructed peer group
index. In response to commenter
questions about the definition of a
“nationally recognized index,"” the term
“published index' has been substituted
in the final rule to make clear that the
Commission is not limiting the indices
that may be used.!* The rules also have
been revised to clarify that the
registrant has broad discretion in
determining its peer comparison. The
comparison may be made to one or a
number of other companies, including
foreign issuers. Moreover, the registrant
may use bases other than its industry or
line of business for determining its peer
comparison, so long as such bases are
disclosed.

Several commenters expressed
concern regarding difficulties likely to
be encountered in presenting the
requisite peer comparison, particularly
by registrants whose peers are
privately-held companies, or

" Jtem 402(/)(2) of Regulation S-K. Registrants
would be free to include earlier years in the
comparison, but would be required to use the
prescribed base point. Instruction 3 to Item 402(/).

"*The term "published index" means any index
which was prepared by a party other than the
registrant or an affiliate and is accessible 1o the
registrant's shareholders. An exception is provided
for those indices prepared by a registrant or affiliate
that are widely recognized and used, since the
potential for conflict is mitigated by wide-spread
and multiple usage. Item 402(/)(3) of Regulation S-K.
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subsidiaries or divisions of larger
publicly-held companies. To address
this concern, the rule now gives
registrants that do not believe it feasible
to provide a peer comparison to disclose
this belief, and to compare their
shareholder return to one or more

companies selected on the basis of
similar market capitalization

To the extent feasible, the registrant
should use comparable methods of
presentation and assumptions for the
total cumulative return calculations
necessary for the requisite broad market
and peer index comparisons with the

registrant’s return. Where the registrant
elects to censtruct its own peer group
index, the same methodology must be
used in calculating both the registrant’s
total return and that on the registrant-
constructed peer index.

To illustrate:

BILLING CODE 8010-01-W
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Commenters also expressed concern
over the possibility of increased
exposure to liability in connection with
identifying peer companies and
constructing an appropriate index. As
noted above, the Performance Graph, as
adopted, will receive the same treatment
as the annual report to security heolders,
and will appear only in registrant proxy
or information statements relating to
annual meetings of security holders (or
special meetings or written consents in
lieu of such meetings) at which directors
are to be elected. This disclosure will
not be deemed to be incorporated by
reference into any filing under the
Securities Act or the Exchange Act,
except to the extent that the registrant
specifically incorporates it by reference
into any such filing."'¢
¢ Jtems 402 (8){8) and (a){9) of Regulation S-K
Registrants may provide, in their
discretion, additional presentations
using other measures of performance for
comparable periods.

J. Option/SAR Repricing Report

The proposed requirement for a report
by a registrant’'s compensation
committee {or other board committee
performing equivalent functions, or, in
the absence of any such cemmittee, the
entire board of directors) triggered by a

repricing or equivalent amendment or
replacement of an outstanding option or
SAR has been adopted, as modified to
reflect commenters' views.!!” Triggering
events under this provision have been
narrowed to include only repricing of
options or SARs held by a named
executive officer, or equivalent
amendment or replacement of optiens or
SARs, effected in the last completed
fiscal year and after the effective date of
these rules. Further, the requirement
does not extend to any repricing
transactions that occurred before a
registrant became subject to the
reporting provisions of section 13(a) or
15(d) under the Exchange Act.

As adopted, the report requirement is
triggered by any action taken in the last
completed fiscal year to lower the
exercise price of an option or SAR held
by a named executive officer, whether
through amendment, cancellation or
replacement grants or any other
means."® The rule does not cover post-
grant strike price changes resulting from:

Y7 Jtem 402(1) of Regulation S-K.

""" For example, in addition to a traditional option
or SAR repricing, the report would be triggered by
the granl of a tandem optien at or below market
price relating to an existing underwater option,
where cancellation or replacement of the old option
may not ocewr until some time later, when the new.
tandem optian is exercised.

TEN-YEAR OPTION/SAR REPRICINGS

a formula-based repricing mechanism in
existence at the time of grant, which is
characteristic of some indexed and
premium priced options; the operation of
a plan antidilution provision; ora
recapitalization or similar transaction
affecting equally all holders of securities
of the same class.''?

If a triggering event within the scope
of the rule occurs, a report must be
provided over the names of the members
of the appropriate registrant committee
discussing the reasons for the repricing
of the named executives' options and
SARs during the last completed fiscal
year.'* In addition, the registrant must
provide tabular information with respect
to the repricing of options/SARs held by
any executive officer over the shorter of
the last ten completed fiscal years or the
period in which the registrant has been
subject to the reporting requirements of
section 13(a) or 15(d) of the Exchange
Act. This 10-year disclosure period was
selected to reflect the typical 10-year
term of a compensatory stock option.

Except as narrowed to focus solely on
repricing, the repricing table is
unchanged from the proposal:

1% Instruction 4 to ltem 402(i} of Regulation S-K
1 Instruction 1 to ltem 402{i) of Regulation S-K

The 10-year repricing table need not be
provided by a small business issuer
eligible to use Regulation 5-B.'*

K. Additional Information with Respect
to Compensation Committee Interlocks
and Insider Participation in
Compensation Decisions

Revised Item 402(j) requires disclosure
of specified information regarding the
relationships of members of the
registrant's board of directors under
circumstances in which shareholders
may have greater concerns regarding the
independence of board compensation
decisionmaking. This provision has been
substantially revised from that
proposed. As noted above, small
business issuers eligible to use

' [tem 402{a)(1){1) of Regulation S-K

Number of
options/
SARs |
repriced or | re
amended

(#) w

|
(c) |

|

|

— +

T |
R

Regulaticn S-B are nol subject to the
Compensation Committee Interlocks
and Insider Participation disclosure
requirement. '*?

The relationships provisions have
been substantially reformatted, and no
longer require disclosure in the event of
option or SAR repricing. The revised
provisiens require disclosure under a
specified caption—"Compensation
Committee Interlocks and Insider
Participation.” The provision requires
that the registrant identify the members
of its compensation committee (or other
committee performing comparable
functions), specifying any member who:

(a) Was, at any time during the last
completed fiscal year, an officer or

'** ltem 402{a}(1)(i} of Regulation S-K.

Market price
of stock at
time of

pricing or
| amendment

e
! Length of
‘ Exercise origmal
option term
remaining at
date of
repricing or
| amendment

price at time

| “of repricing New

exercise

| or s
\ amendment price (8)

(3) %)

(d) (e) (4]

@

employee of the registrant or any of its
subsidiaries;

(b) Was formerly an officer of the
registrant or any of its subsidiaries; or
(c) Had any relationship requiring
disclosure by the registrant under Item

404 of Regulation S-K.

If any relationship requiring Item 404
disclosure existed, the information
required by Item 404 with respect to that
person must be set forth.

In the event the registrant does not
have a compensation committee (or
committee with comparable
responsibilities), the item requires
disclosure of the participation in its
Board of Directors’ deliberations on
executive compensation by any officer
or employee, or former officer, of the
registrant or any of its subsidiaries.




Federal Register / Vol. 57, No. 204 / Wednesday, October 21, 1992 / Rules and Regulations 48143

Disclosure of specified executive
officer-director interlocks continues to
be required. The interlocks requiring
disclosure have been revised to include
those situations where an executive
officer of one company serves on the
compensation committee of another
company that has an executive officer
serving on the first company's board of
directors. In response to the proposing
release’s inquiry, several commenters
responded that the potential eonflict of
interest in this circumstance was
sufficiently great to require the interlock
disclosure. '#Interlocks involving not-
for-profit entities have been excluded in
response to public comment that such
relationships do not raise the same level
of concern with respect to the
independence of the compensation-
setting process.'*

Where a specified interlock existed,
the proposal would have required
disclosure of all financial interests in
excess of $60,000 between the registrant
and the director of the registrant who
served as an executive officer of the
other entity (and his or her affiliates).
The proposal also called for disclosure
of any means by which that interlocking
director could benefit from actions of
the registrant or its executive officers,
and all discussions relating to
compensation matters between the
interlocking director and members of the
compensation committee. These
disclosures have been reduced
substantially; in particular, the
requirements with respect to benefits
from actions of the registrant and
discussions relating to compensation
have been deleted. Instead, the
provision as adopted requires that the
relationship disclosure mandated under
Item 404 of Regulation S-K accompany
disclosure of the interlock.

Finally, in response to comments
urging the Commission to allow for a
transition period in recognition of the
needs of many registrants, particularly
mid-sized and smaller companies, the
disclosure will be required only with
respect to director relationships existing
on or after January 1, 1993.

L. Revised Schedule 14A, Item 10—
Information Required in Connection
with Shareholder Approval of a
Compensation Plan

The Commission has adopted
proposals to simplify the proxy
statement disclosure required under
item 10 of Schedule 14A (and Item 1 of
Schedule 14C) for registrants that solicit

3 The interlocks covered by ltem 402(i) only
apply where executive officers of the registrant and
the other company are involved.

¥ instruction to Item 402(j).

shareholder action with respect to a
compensation plan. Former Item 10
required extensive disclosure
concerning not only of the plan subject
to approval, but also of all existing
compensation plans. A number of
commenters agreed that information on
plans not subject to a vote was not
helpful to shareholders; the requirement
therefore has been eliminated as
proposed,

With respect to the diselosure
requirements for new plans, the
Commission preposed to require the
requisite Item 402 information to be
presented in tabular format. This
proposal is being adopted without
change, For existing compensation plans
submitted to a vote, the former
requirement for three years of detailed
information as to all such plans has
been eliminated, as proposed.

M. Form 10-K Compensation Disclosure

The Commission has adopted the
proposed technical revision to Item 11 of
Form 10-K to conform to the amendment
to Item 10 of Schedule 14A.

In light of the proposed deletion of
mandatery plan descriptions, the
Commission requested comment on the
need for disclosure of the location of
filings containing plans limited to senior
executives, The proposing release asked
whether the date and type of such filings
should be disclosed to facilitate
shareholder review of plan terms no
longer subject to disclosure under Item
402. After consideration of the
comments, the Commission has revised
Item 14 of Form 10-K to require an
annual listing of all executive
compensation plans required to be filed
as exhibits to the Form, identifying the
Commission filing to which a particular
plan document has been appended.'*

N. Revised Item 403(b) Table—Security
Ownership of Management

The proposal included a table,
encaptioned “Total Common Equity
Based Holdings,” designed to show the
nature and scope of each named
executive's equity stake in the
registrant, unrestricted stock
beneficially owned, excluding options
and SARs, option shares and restricted
stock held, along with direct or indirect
share ownership under section 13(d) of
the Exchange Act.'* Consistent with the
Commission's efforts to minimize
redundant disclosure, and as suggested

' A conforming change has bean made to ltem
601(b)(10) of Regulation S-K {17 CFR 229.601(b)(10]].
615 U.S.C. 78m({d).

by a number of commenters, that table
has not been adopted. The Commission
instead has added the named execulives
to the current S-K Item 403(b) table.**

111. Cost-Benefit Analysis

In the proposing release, the
Commission requested the public to
supply its views and any supporting
information to aid in the evaluation of
the costs and benefits associated with
the implementation of the proposed
disclosure requirements. The
Commission has considered carefully
the comments received pursuant to that
request. The changes made in response
to these comments are designed to
increase registrant cost savings without
sacrificing information which would
materially benefit security holders.

In response to commenters' concerns
that the extent of detail required in the
proposed approach would prove
burdensome to registrants, and
confusing to shareholders, the
Commission has taken a number of
steps to reduce the number of tables and
limit the scope of the rules where the
interests of security holders weuld not
be harmed. To reduce the amount of
information requested, four tables were
eliminated in their entirety, although
certain information elicited by these
tables was preserved in the other
sections.'? Further, as discussed
previously, a number of tables were
consolidated and streamlined by
reducing redundant information.

Steps also were taken to narrow the
scope of the rules. In particular,
commenters suggested eliminating
disclosure of compensation to executive
officers as a group, pointing out that the
information was of little utility to
shareholders, and citing the costs
associated with gathering the
information, particularly in view of the
three-year period covered by the
Summary Compensation Table. The
Commission agrees with these concerns.
Accordingly, significant cost reductions
also should result from the elimination
of executive officer group disclosure
requirements.

In addition, the threshold for
determining the most highly paid
executives was changed, with the
calculation now being based on the
amount of salary and bonus paid or
payable in a given fiscal year. In

137117 CFR 229.403(b). For purposes of the
Regulation S-K ltem 403{b) table, the term “officer”
has been amended to refer to “executive officer.”

*The tables eliminated or consolidated with
other tables were the Option end SAR Summary
Report, the Restricted Stock Table, the Enhanced
Beneficial Ownership Table and the Summary of
Option Repricing and Other Adjustments.
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determining that amount, issuers may
exclude amounts attributable to
overseas assignments, unlike the
proposal.

Gther rules whose scope was
narrowed from the proposing release
include the Compensation Committee
Interlocks and Insider Participation
disclosure, the Report on Option/SAR
Repricing and the Board Compensation
Committee Report. Specifically, with
respect to the latter requirement, the
description of performance factors on
which the Committee specifically relied
upon has been limited to the CEO alone,
together with a discussion of the
committee's general policies with
respect to executive officer
compensation. Further, hypothetical
rates of stock price appreciation in the
presentation of potential realizable
values of stock options and SARs have
been reduced, and presentation of grant-
date option (or SAR) values calculated
pursuant to a recognized valuation
formula such as the “Black-Scholes”
option pricing model, will be permitted
as an alternative to hypothetical values,

The Commission also has redesigned
its regulatory scheme to strike a more
effective balance between the concerns
of certain classes of registrants and the
interests of their shareholders. As
discussed previously, to address the
concerns of small businesses that may
lack the resources available to larger
registrants and that have different
incentive compensation programs, the
final rules exempt these issuers from
many of the required new disclosures,
including the Board Compensation
Committee Report and the Performance
Graph. In an effort to minimize the
initial impact of the new regulatory
scheme, small business issuers will be
permitted to phase in the three year
information required by the Summary
Compensation Table and delay
complying with the new rules for any
filing made before May 1, 1893, The
final rules also exempt investment
companies registered under the
Investment Company Act from all but
the director compensation disclosure
requirement. The reporting obligations
of foreign private issuers using Form 20-
F remain unchanged.

Issuers also have expressed concern
that certain of the disclosure
requirements could create significant
exposure to liability for registrants that,
in good faith, are seeking to comply with
the rules. To address these concerns, the
final rules have been restructured to
specify those disclosure provisions that
are required in all filings calling for Item
402 compensation information, and
those provisions applicable only to a

proxy or information statement relating
to an annual meeting of security holders
at which directors are to be elected.
Those items solely required in filings
related to the annual election of
directors also will not be required to be
included in, or incorporated by
reference into any of the registrant's
filings under the Securities Act or
Exchange Act. To further address
concerns about the potential for
increased litigation, the Commission has
provided that the Board Compensation
Committee Report and the Performance
Graph will have the same status as the
annual report to security holders
required pursuant to the proxy rules,
and, as such will not be deemed to
constitute soliciting material or to be
filed for purposes of section 18 of the
Exchange Act.

Another complaint voiced by
commenters concerned the initial
burden of complying with a new
regulatory scheme. In response, the
Commission has adopted transition
rules applicable to specific disclosure
requirements and to the overall
regulatory scheme. For the Board
Compensation Committee Report,
registrants need only disclose specific
information pertaining to compensation
decisions on CEO compensation made

on or after the effective date of the rule.

With respect to the disclosure on
additional board relationships,
information need only be provided with
respect to relationships existing on or
after January 1, 1993. The rest of the
disclosure requirements must be
complied with by registrants, other than
small business issuers, as follows.
Registrants whose fiscal year ends on or
after December 15, 1992, must comply
beginning with their next proxy and
information statement. In the case of
registration statements filed under the
Securities Act or Exchange Act or
periodic reports filed pursuant to the
Exchange Act, registrants need not
comply for filings made before January
1, 1993. .

The Commission has considered
commenters’ views, has modified the
proposals as necessary and appropriate,
and has determined that the net
increases in costs, if any, resulting from
the implementation of today's
amendments are outweighed by the
value to security holders and to the
market of more readily accessible and
understandable information relating to
the compensation practices of public
companies.

IV. Summary of Final Regulatory
Flexibility Analysis

A final regulatory flexibility analysis
has been prepared regarding the

amendments in accordance with 5
U.S.C. 604. A copy of the analysis may
be obtained by contacting Catherine T.
Dixon, Chief, Office of Disclosure Policy,
Division of Corporation Finance,
Securities and Exchange Commission,
450 Fifth Street, NW., Washington, DC
20549. A summary of the corresponding
Initial Regulatory Flexibility Analysis
appears at 57 FR 29582 [Securities Act
Release No. 6340].

V. Effective Date

The amendments are effective upon
publication in the Federal Register, in
accordance with the Administrative
Procedures Act, which allows for
effectiveness in less than 30 days after
publication, inter alia, “as provided by
the agency for good cause found and
published with the rule.”"” 5 U.S.C.
553(d)(3). The Commission has
determined that compensation
disclosure is important to shareholders
being asked to elect or re-elect directors,
and that improvements to such
disclosure are necessary. There is good
cause for the amendments to become
effective immediately in order to assure
that this improved disclosure will be in
place for the 1993 proxy season.

Some registrants have indicated an
interest in being able to satisfy the
executive compensation requirements
by complying with the amended rules as
soon as possible. Inmediate
effectiveness will afford them that
option.

For other registrants, the Commission
has provided transition provisions.
Registrants other than small business
issuers are required to comply with the
new rules for:

(1) Any new registration statement
under the Securities Act, and any new
registration statement or periodic report
under the Exchange Act, filed on or after
January 1, 1993; and

(2) Any new proxy or information
statement filed on or after January 1,
1993, except that proxy or information
statements filed with respect to the
annual election of directors by
registrants whose current fiscal year
ends on or after December 15, 1992, are
required to comply with the new
provisions whenever filed.

Small business issuers are required to
comply with the new rules for any new
registration statement under the
Securities Act, any new registration
statement or periodic report under the
Exchange Act, and any new proxy or
information statement filed on or after
May 1, 1993,
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VI. Statutory Basis

The amendments contained herein are
being adopted pursuant to sections 3(b),
6, 7, 8, 10 and 19(a) of the Securities Act,
sections 12, 13, 14(a), 15(d) and 23(a) of
the Exchange Act, and sections 8, 20, 24,
30 and 38 of the Investment Company
Act of 1940,

List of Subjects in 17 CFR Parts 228, 229,
240 and 249

Reporting and recordkeeping
requirements, Securities.

VII. Text of Amendments

In accordance with the foregoing, title
17, chapter II of the Code of Federal
Regulations, is amended as follows:

PART 228—INTEGRATED
DISCLOSURE SYSTEM FOR SMALL
BUSINESS ISSUERS

1. The authority citation for part 228 is
revised to read as follows:

Authority: 15 U.S.C. 77e, 771, 77g, 77h, 77j.
77k. 778, 77aa(25), 77aa(26), 77ddd, 77eee,
77888, 77hhh, 77jji, 77nnn, 77sss, 781, 78m, 78n,
780, 78w, 80a-8, 80a-29, 80a-30, 80a-37 and
80b-11, unless otherwise noted.

2. By revising § 228.402 to read as
follows:

§ 228.402 (ltem 402) Executive
compensation.

(a) General—(1) A/l compensation
covered, This item requires clear,
concise and understandable disclosure
of all plan and nen-plan compensation
awarded to, earned by, or paid to the
named executive officers designated
under paragraph (a)(2) of this item, and
directors covered by paragraph (f) of
this item by any person for all services
rendered in all capacities to the
registrant and its subsidiaries, unless
otherwise specified in this item. Except
as provided by paragraph (a)(4) of this
item, all such compensation shall be
reported pursuant to this item even if
also called for by another requirement,
including transactions between the
registrant and a third party where the
primary purpose of the transaction is to
furnish compensation to any such
named executive officer or director. No
item reported as compensation for one
fiscal year need be reported as
compensation for a subsequent fiscal
year.

(2) Persons covered. Disclosure shall
be provided pursuant to this item for
each of the following (the “named
executive officers"):

(i) The registrant's Chief Executive
Officer or any individual acting in a
similar capacity (“CEQ") at the end of
the last completed fiscal year, regardless
of compensation level: and

(ii) The registrant's four most highly
compensated executive officers other
than the CEO who served as executive
officers at the end of the last completed
fiscal year.

Instructions to Item 402(a)(2)

1. Determination of Mast Highly
Compensated Executive Officers. The
determination as to which executive officers
are most highly compensated shall be made
by reference to total annual salary and bonus
for the last completed fiscal year {as required
to be disclosed pursuant to paragraph
(b)(2)(iii){A) and (B) of this item), but
including the dollar value of salary or bonus
amounts forgone pursuant to Instruction 3 to
paragraph (b){2)(iii)(A) and (B) of this item,
provided, however, that no disclosure need
be provided for any executive officer, other
than the CEO, whose total annual salary and
bonus, as so determined, does not exceed
$100,000.

2. Inclusion of Executive Officer of
Subsidiary. It may be appropriate in certain
circumstances for a registrant to include an
executive officer of a subsidiary in the
disclosure required by this item. See Rule 3b-
7 under the Exchange Act [17 CFR 240.3b-7].

3. Exclusion of Executive Officer due to
Unusual or Overseas Compensation. It may
be appropriate in limited circumstances for a
registrant not to include in the disclosure
reguired by this item an individual, other
than its CEO, who is one of the registrant's
most highly compensated executive officers.
Among the factors that should be considered
in determining not to name an individual are:
(a) the distribution or accrual of an unusually
large amount of cash compensation (such as
a bonus or commission) that is not part of a
recurring arrangement and is vnlikely to
continue; and (b) the payment of amounts of
cash compensation relating to overseas
assignments that may be attributed
predominantly to such assignments.

(3) Information for full fiscal year. If
the CEO served in that capacity during
any part of a fiscal year with respect to
which information is reguired,
information should be provided as to all
of his or her compensation for the full
fiscal year. If a named executive officer
(other than the CEQ) served as an
executive officer of the registrant
(whether or not in the same position)
during any part of a fiscal year with
respect to which information is required,
information shall be provided as to all
compenaation of that individual for the
full fiscal year.

(4) Transactions with third parties
reported under item 404. This item
includes transactions between the
registrant and a third party where the
primary purpose of the transaction is to
furnish compensation to a named
executive officer. No information need
be given in response to any paragraph of
this item as to any such third-party
transaction if the transaction has been

reported in response to Item 404 of
Regulation S-B (§ 228.404).

(5) Omission of table or column. A
table or column may be omitted, if there
has been no compensation awarded to,
earned by or paid to any of the named
executives required to be reported in
that table or column in any fiscal year
covered by that table.

(6) Definitions. For purposes of this
item: g
(i) The term stock appreciation rights
(SARs) refers to SARs payable in cash
or stock, including SARs payable in
cash or stock at the election of the
registrant or a named executive officer.

(ii) The term p/an includes, but is not
limited to, the following: any plan,
contract, authorization or arrangement,
whether or not set forth in any formal
documents, pursuant to which the
following may be received: cash, stock,
restricted stock or restricted stock units,
phantom stock, stock options, SARs,
stock options in tandem with SARs,
warrants, convertible securities,
performance units and performance
shares, and similar instruments. A plan
may be applicable to one person.
Registrants may omit informatien
regarding group life, health,
hospitalization, medical reimburgement
or relocation plans that do not
discriminate in scope, terms or
operation, in favor of executive officers
or directors of the registrant and that are
available generally to all salaried
employees.

(iit) The term long-term incentive plan
means any plan providing compensation
intended to serve as incentive for
performance ta occur over a period
longer than one fiscal year, whether
such performance is measured by
reference to financial performance of the
registrant or an affiliate, the registrant's
stock price, or any other measure, but
excluding restricted stock, stock option
and SAR plans.

(7) Location of specified informatian.
The information required by paragraph
(h) of this item need not be provided in
any filings other than a registrant proxy
or information statement relating to an
annual meeting of security holders at
which directors are to be elected (or
special meeting or written consents in
lieu of such meeting). Such information
will not be deemed to be incorporated
by reference into any filing under the
Securities Act or the Exchange Act,
except to the extent that the registrant
specifically incorporates it by reference.

(b) Summary compensation table—(1)
General. The information specified in
paragraph (b)(2) of this item, concerning
the compensation of the named
executive officers for each of the
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registrant’s last three completed fiscal

years, shall be provided in a Summary

SUMMARY COMPENSATION TABLE

Compensation Table, in the tabular
format specified below.

Name and principal position

Annual Compensation

Long Term Compensation

Other

Awards Payouts

annual
compensa-
tion ($)

Salary (3) Bonus ($)

(d) (e)

Restricted
stock
award(s) ($)

tions/
SARs (#)

(h) LTIP
payouts ($)

@ (h)

(2) The Table shall include: (i) The
name and principal position of the
executive officer (column (a));

(ii) Fiscal year covered (column (b));

(iii) Annual compensation (columns
(c), (d) and (e)), including;

(A) The dollar value of base salary
(cash and non-cash) earned by the
named executive officer during the fiscal
year covered (column (c));

(B) The dollar value of bonus (cash
and non-cash) earned by the named
executive officer during the fiscal year
covered (column (d)); and

Instructions to Item 402(b)(2)(iii) (A) and (B)

1. Amounts deferred at the election of a
named executive officer, whether pursuant to
a plan established under section 401(k) of the
Internal Revenue Code {26 U.S.C. 401(k)], or
otherwise, shall be included in the salary
column {column (c)) or bonus column (column
(d)). as appropriate, for the fiscal year in
which earned. If the amount of salary or
bonus earned in a given fiscal year is not
calculable through the latest practicable date,
that fact must be disclosed in a footnote and
such amount must be disclosed in the
subsequent fiscal year in the appropriate
column for the fiscal year in which earned.

2, For stock or any other form of non-cash
compensation, disclose the fair market value
a! the time the compensation is awarded,
earned or paid.

3. Registrants need not include in the
salary column {column {c)) or bonus column
{column (d)) any amount of salary or bonus
forgone at the election of a named executive
officer pursuant to a registrant program under
which stock, stock-based or other forms of
non-cash compensation may be received by a
named executive in lieu of a portion of
annual compensation earned in a covered
fiscal year. However, the receipt of any such
form of non-cash compensation in lieu of

salary or bonus earned for a covered fiscal
year must be disclosed in the appropriate
column of the Table corresponding to that
fiscal year [i.e., restricted stock awards
{column (f)): options or SARs (column (g)): all
other compensation (column (i)), or, if made
pursuant to a long-term incentive plan and
therefore not reportable at grant in the
Summary Compensation Table, a footnote
must be added to the salary or bonus column
so disclosing and referring to the Long-Term
Incentive Plan Table (required by paragraph
(e) of this item) where the award is reported.

(C) The dollar value of other annual
compensation not properly categorized
as salary or bonus, as follows (column
(e)):

(7) Perquisites and other personal
benefits, securities or property, unless
the aggregate amount of such
compensation is the lesser of either
$50,000 or 10% of the total of annual
salary and bonus reported for the named
executive officer in columns (c) and (d);

2) Above-market or preferential
earnings on restricted stock, options,
SARs or deferred compensation paid
during the fiscal year or payable during
that period but deferred at the election
of the named executive officer;

(3) Earnings on long-term incentive
plan compensation paid during the fiscal
year or payable during that period but
deferred at the election of the named
executive officer;

(4) Amounts reimbursed during the
fiscal year for the payment of taxes; and
(5) The dollar value of the difference

between the price paid by a named
executive officer for any security of the
registrant or its subsidiaries purchased
from the registrant or its subsidiaries

(through deferral of salary or bonus, or
otherwise), and the fair market value of
such security at the date of purchase,
unless that discount is available
generally, either to all security holders
or to all salaried employees of the
registrant.

Instructions to Item 402(b)(2)(iii)(C)

1. Each perquisite or other personal benefit
exceeding 25% of the total perquisites and
other personal benefits reported for a named
executive officer must be identified by type
and amount in a footnote or accompanying
narrative discussion to column (e).

2. Perquisites and other personal benefits
shall be valued on the basis of the aggregate
incremental cost to the registrant and its
subsidiaries.

3. Interest on deferred or long-term
compensation is above-market only if the
rate of interest exceeds 120% of the
applicable federal long-term rate, with
compounding (as prescribed under section
1274(d) of the Internal Revenue Code, [26
U.S.C. 1274(d)]) at the rate that corresponds
most closely to the rate under the registrant's
plan at the time the interest rate or formula is
set. In the event of a discretionary reset of
the interest rate, the requisite calculation
must be made on the basis of the interest rate
at the time of such reset, rather than when
originally established. Only the above-market
portion of the interest must be included. If the
applicable interest rates vary depending upon
conditions such as a minimum period of
continued service, the reported amount
should be calculated assuming satisfaction of
all conditions to receiving interest at the
highest rate.

4. Dividends (and dividend equivaients) un
restricted stock, options, SARs or deferred
compensation denominated in stock
(“deferred stock") are preferential only if
earned at a rate higher than dividends on the
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registrant’s common stock. Only the
preferential portion of the dividends or
equivalents must be included.

(iv) Long-term compensation (columns
(f), (g) and (h)), including:

(A) The dollar value (net of any
consideration paid by the named
executive officer) of any award of
restricted stock, including share units
(calculated by multiplying the closing
market price of the registrant's
unrestricted stock on the date of grant
by the number of shares awarded)
(column (f));

(B) The sum of the number of stock
options granted, with or without tandem
SARs, and the number of freestanding
SARs (column (g)); and

(C) The dollar value of all payouts
pursuant to long-term incentive plans
("LTIPs") as defined in paragraph
(a)(6)(iii) of this item (column (h)).

Instructions to Item 402(b)(2)(iv)

1. Awards of restricted stock that are
subject to performance-based conditions to
vesting, in addition to lapse of time and/or
continued service with the registrant or a
subsidiary, may be reported as LTIP awards
pursuant to paragraph (e) of this item instead
of in column (f). If this approach is selected,
once the restricted stock vests, it must be
reported as an LTIP payout in column (h).

2. The registrant shall, in a footnote to
column (f), disclose:

a. The number and value of the aggregate
restricted stock holdings at the end of the last
completed fiscal year. Value shall be
calculated as specified in paragraph
(b)(2)(iv)(A) of this item;

b. For any restricted stock award that will
vest, in whole or in part, in under three years
from the date of grant, the total number of
shares awarded and the vesting schedule;
and

¢. Whether dividends will be paid on the
restricted stock reported in the column,

3. If at any time during the last completed
fiscal year, the registrant has adjusted or
amended the exercise price of stock options
or freestanding SARs previously awarded to
a named executive officer, whether through
amendment, cancellation or replacement
grants, or any other means (“repriced”), the
registrant shall include the number of options
or freestanding SARs so repriced as Stock
Options/SARs granted and required to be
reported in column (g).

4. If any specified performance target, goal
or condition to payout was waived with
respect to any amount included in LTIP
payouts reported in column (h), the registrant
shall so state in a footnote to column (h).

(v) All other compensation for the
covered fiscal year that the registrant
could not properly report in any other
column of the Summary Compensation
Table (column (i)). Any compensation
reported in this column for the last
completed fiscal year shall be identified
and quantified in a footnote. Such
compensation shall include, but not be
limited to:

(A) The amount paid, payable or
accrued to any named executive officer
pursuant to a plan or arrangement in
connection with:

(7) The resignation, retirement or any
other termination of such executive
officer's employment with the registrant
and its subsidiaries; or

(2) A change in control of the
registrant or a change in the executive
officer's responsibilities following such
a change in control.

(B) The dollar value of above-market
or preferential amounts earned on
restricted stock, options, SARs or
deferred compensation during the fiscal
year, or calculated with respect to that
period, except that if such amounts are
paid during the period, or payable
during the period but deferred at the
election of a named executive officer,
this information shall be reported as
Other Annual Compensation in column
(e). See Instructions 3 and 4 to
paragraph 402(b) (2) (iii) (C) of this item;

(C) The dollar value of amounts
earned on long-term incentive plan
compensation during the fiscal year, or
calculated with respect to that period,
except that if such amounts are paid
during that period, or payable during
that period at the election of the named
executive officer, this information shall
be reported as Other Annual
Compensation in column (e});

(D) Annual registrant contributions or
other allocations to vested and unvested
defined contribution plans; and

(E) The dollar value of any insurance
premiums paid by, or on behalf of, the

OPTION/SAR GRANTS IN LAST FISCAL YEAR

[Individual Grants]

registrant during the covered fiscal year
with respect to term life insurance for
the benefit of a named executive officer,
and, if there is any arrangement or
understanding, whether formal or
informal, that such executive officer has
or will receive or be allocated an
interest in any cash surrender value
under the insurance policy, either:

(7) The full dollar value of the
remainder of the premiums paid by, or
on behalf of, the registrant; or

(2) If the premiums will be refunded to
the registrant on termination of the
policy, the dollar value of the benefit to
the executive officer of the remainder of
the premium paid by, or on behalf of, the
registrant during the fiscal year. The
benefit shall be determined for the
period, projected on an actuarial basis,
between payment of the premium and
the refund.

Instructions to Item 402(b)(2)(v)

1. LTIP awards and amounts received on
exercise of options and SARs need not be
reported as All Other Compensation in
column (i).

2. Information relating to defined benefit
and actuarial plans need not be reported.

3. Where alternative methods of reporting
are available under paragraph (b) (2) (v) (E)
of this item, the same method should be used
for each of the named executive officers, If
the registrant chooses to change methods
from one year to the next, that fact, and the
reason therefor, should be disclosed in a
footnote to column (i).

Instruction to Item 402(b)

Information with respect to fiscal years
prior to the last completed fiscal year will not
be required if the registrant was not a
reporting company pursuant to Section 13(a)
or 15(d) of the Exchange Act at any time
during that year, except that the registrant
will be required to provide information for
any such year if that information previously
was required to be provided in response to a
Commission filing requirement.

(c) Option/SAR grants table. (1) The
information specified in paragraph (c)(2) of
this item, concerning individual grants of
stock options (whether or not in tandem witk
SARs) , and freestanding SARs made during
the last completed fiscal year to each of the
named executive officers shall be provided in
the tabular format specified below:

(b)

Options/SARs
granted (#)

Percent of
total options/
SARs granted
to employees
in fiscal year

(© (d)

Exercise or
base price ($/
Sh)
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(2) The Table shall include, with
respect to each grant:

(i) The name of the executive officer
(column {a));

(ii) The number of options and SARs
granted {column {b});

(iii) The percent the grant represents
of total options and SARs granted to
employees during the fiscal year
(column (€)):

(iv) The per-share exercise or base
price of the cptions or SARs granted
(column (d)). If such exercise or base
price is less than the market price of the
underlying security on the date of grant,
a separate, adjoining column shall be
added showing market price on the date
of grant; and

{v) The expiration date of the options
or SARs (column (e}).

Instructions to Item 402(c)

1. If more than one grant of options and/or
freestanding SARs was made to a named
executive officer during the last completed
fiscal year, a separate line should be used to
provide disclosure of each such grant.
However, multiple grants during a single

fiscal year may be aggregated where each
grant was made at the same exercise and/or
base price and has the same expiration date,
and the same performance vesting thresholds,
if any. A single grant consisting of options
and/or freestanding SARs shall be reported
as separate grants with respect to each
tranche with a different exercise and/or base
price, performance vesting threshold, or
expiration date.

2. Options or freestanding SARs granted in
connection with an option repricing
transaction shall be reported in this table.
See Instruction 3 to paragraph (b)(2)(iv) of
this item.

3. Any material term of the grant, including
but not limited to the date of exercisability,
the number of SARs, performance units or
other instruments granted in tandem with
options, a performance-based condition to
exercisability, a reload feature, or a tax-
reimbursement feature, shall be footnoted.

4. If the exercise or base price is adjustable
over the term of any option or freestanding
SAR in accordance with any prescribed
standard or formula, including but not limited
to an index or premium price provision,
describe the following, either by footnote to
col;;mn [c) or in narrative accompanying the
Table:

(a) The standard or formula; and

(b) Any constant assumption made by the
registrant regarding any adjustment to the
exercise price in calculating the potential
option or SAR value.

5. If any provision of @ grant {other than an
antidilution provision) could cause the
exercise price to be lowered, registrants must
clearly and fully disclose these provisions
and their potential consequences either by a
footnote or accompanying textual narrative.

6. In determining the grant-date marke! or
base price of the security underlying options
or freestanding SARs, the registrant may use
either the closing market price per share of
the security, or any other formula prescribed
for the security.

(d) Aggregated option/SAR exercises
and fiscal year-end option/SAR Value
Table. (1) The information specified in
paragraph (d){2) of this item, concerning
each exercise of stock options (or
tandem SARs) and freestanding SARs
during the last completed fiscal year by
each of the named executive officers
and the fiscal year-end value of
unexercised options and SARs, shall be
provided on an aggregated basis in the
tabular format specified below:

AGGREGATED OPTION/SAR EXERCISES 1N LAST FISCAL YEAR AND FY-END OPTION/SAR VALUES

Number of
unexercised

Shares
acquired on
exercise (#)

options/SARs
at FY-end (#)
exercisable/

®

unexercisable

{d)

(2) The table shall include:

(i) The name of the executive officer
(column (a));

(ii) The number of shares received
upon exercise, or, if no shares were
received, the number of securities with
respect to which the options or SARs
were exercised (column (b))

(i1i) The aggregate dollar value
realized upon exercise {column (c)};

(iv) The total number of unexercised
options and SARs held at the end of the
last completed fiscal year, separately
identifying the exercisable and "
unexercisable options and SARs
(column {d)); and

{v) The aggregate dollar value of in-
the-money, unexercised options and
SARs held at the end of the fiscal year,
separately identifying the exercisable

and unexercisable options and SARs
(column {e)).

Instructions to Item 202(d)(2)

1. Options or freestanding SARs are in-the-
money if the fair market value of the
underlying securities exceeds the exercise or
base price of the option or SAR. The doilar
values in columns {c) and {e) are calculated
by determining the difference between the
fair market value of the securities underlying
the options or SARs and the exercise or base
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price of the options or SARs at exercise or
fiscal year-end, respectively.

2. In calculating the dollar value realized
upon exercise (column (c)), the value of any
related payment or other consideration
provided (or to be provided) by the registrant
to or on behalf of a named executive officer,
whether in payment of the exercise price or

related taxes, shall not be included.
Payments by the registrant in reimbursement
of tax obligations incurred by a named
executive officer are required to be disclosed
in accordance with paragraph (b)(2)(ii{)(C)(4)
of this item.

(e) Long-Term Incentive Plan (“LTIP")
awards table. (1) The information

specified in paragraph (e)(2) of this item,
regarding each award made to a named
executive officer in the last completed
fiscal year under any LTIP, shall be
provided in the tabular format specified
below:

LONG-TERM INCENTIVE PLANS—AWARDS IN LAST FISCAL YEAR

(a) Name

(b) Number
of shares,

units or
other rights
(#)

Perform-
ance or
other period
maturation
or payout

(c) Estimated Future Payouts under Non-
Stock Price-Based Plans

until () Maximum

(d)
Threshold ($ s or #)

(e) Target ($
or #) or #)

(2) The Table shall include: (i) The
name of the executive officer [column
(a))

(ii) The number of shares, units or
other rights awarded under any LTIP,
and, if applicable, the number of shares
underlying any such unit or right
(column (b)):

(iii) The performance or other time
period until payout or maturation of the
award (column (c)); and

(iv) For plans not based on stock
price, the dollar value of the estimated
payout or range of estimated payouts
under the award (threshold, target and
maximum amount), whether such award
is denominated in stock or cash
(columns (d) through (f]).

Instructions to Item 402(e)

1. For purposes of this paragraph, the term
"long-term incentive plan" or "LTIP" shall be
defined in accordance with paragraph
(a)(8)(iii) of this item.

2. Describe in a footnote or in narrative
text accompanying this table the material
terms of any award, including a general
description of the formula or criteria to be
applied in determining the amounts payable.
Registrants are not required to disclose any
factor, criterion or performance-related or
other condition to payout or maturation of a
particular award that involves confidential
commercial or business information,
disclosure of which would adversely affect
the registrant's competitive position.

3. Separate disclosure shall be provided in
the Table for each award made to a named
executive officer, accompanied by the
information specified in Instruction 2 to this
paragraph. If awards are made to a named
executive officer during the fiscal year under
more than one plan, identify the particular
plan under which each such award was
made.

4. For column (d), "threshold" refers to the
minimum amount payable for a certain level
of performance under the plan. For column

(e), “target” refers to the amount payable if
the specified performance target(s) are
reached. For column (f), “maximum" refers to
the maximum payout possible under the plan.

5. In coluemn (e), registrants must provide a
representative amount based on the previous
fiscal year's performance if the target award
is not determinable.

6. A tandem grant of two instruments, only
one of which is pursuant to a LTIP, need be
reported only in the table applicable to the
other instrument. For example, an option
granted in tandem with a performance share
would be reported only as an option grant,
with the tandem feature noted.

(f) Compensation of directors—(1)
Standard arrangemenis. Describe any
standard arrangements, stating amounts,
pursuant to which directors of the
registrant are compensated for any
services provided as a director,
including any additional amounts
payable for committee participation or
special assignments.

(2) Other arrangements. Describe any
other arrangements pursuant to which
any director of the registrant was
compensated during the registrant’s last
completed fiscal year for any service
provided as a director, stating the
amount paid and the name of the
director.

Instruction to Item 402(f)(2)

The information required by paragraph
(f)(2) of this item shall include any
arrangement, including consulting contracts,
entered into in consideration of the director's
service on the board. The material terms of
any such arrangement shall be included.

(g) Employment contracts and
termination of employment and change-
in-control arrangements. Describe the
terms and conditions of each of the
following contracts or arrangements:

(1) Any employment contract between
the registrant and a named executive
officer; and

(2) Any compensatory plan or
arrangement, including payments to be
received from the registrant, with
respect to a named executive officer, if
such plan or arrangement results or will
result from the resignation, retirement or
any other termination of such executive
officer's employment with the registrant
and its subsidiaries or from a change-in-
control of the registrant or a change in
the named executive officer's
responsibilities following a change-in-
control and the amount involved,
including all periodic payments or
installments, exceeds $100,000.

(h) Report on repricing of options/
SARs. (1) If at any time during the last
completed fiscal year, the registrant,
while a reporting company pursuant to
section 13(a) or 15(d) of the Exchange
Act [15 U.S.C. 78m(a), 780(d)], has
adjusted or amended the exercise price
of stock options or SARs previously
awarded to any of the named executive
officers, whether through amendment,
cancellation or replacement grants, or
any other means ("'repriced”), the
registrant shall provide the information
specified in paragraph (h)(2) of this item.

(2) The compensation committee or
other board committee performing
equivalent functions or, in the absence
of any such committee, the entire board
of directors) shall explain in reasonable
detail any such repricing of options and
or SARs held by a named executive
officer in the last completed fiscal year,
as well as the basis for each such
repricing.




48150 Federal Register /| Vol. 57, No. 204 / Wednesday, October 21, 1992 / Rules and Regulations

Instructions to Ttem 302(h)

1. A repiacement grant is any grant of
opticns or SARs reasonably related 1o any
prior or potential option or SAR cancellation,
whether by an exchange of existing options
or SARs for options or SARs with new terms;
the grant of new options or SARs in tandem
with previously granted options or SARs that
will operate to cancel the previously granted
options or SARs upon exercise; repricing of
previously granted options or SARs; or -
otherwise. If a corresponding original grant
was canceled in a prior year, information
about such grant nevertheless must be
disclosed pursnant to this paragraph.

2. If the replacement grant is not made al
the current market price, describe the terms
of the grant in a footnote or accompanying
textusl narrative.

3. This paragraph shall not apply to any
repricing occurring through the operation of:

a. A plan formula or mechanism that
results in the periodic adjustment of the
option or SAR exercise or base price;

b. A plan antidilution provision; or

¢. A recapilalization or similar transaction
equally affecting all helders of the class of
securities underlying the options or SARs.

3. By amending § 228.403 by revising
paragraph (b} above the table to read as
follows:

§ 228.403 (Mtem 403) Security ownership of
certain beneficiai owners and management.

» - - * »

(b) Security ownership of
management. Furnish the following
information, as of the most recent
practicable date, in substantially the
tabular form indicated, as to each class
of equity securities of the registrant or
any of its parents or subsidiaries other
than directors' qualifying shares,
beneficially owned by all directors and
nominees, naming them, each of the
named executive officers as defined in
Item 202(a}{2) (§ 228.402(a)(2)), and
directors and executive officers of the
registrant as a group, without naming
them. Show in column (3) the total
number of shares beneficially owned
and in column {4) the percent of class so
owned. Of the number of shares shown
in column (3), indicate, by footnote or
otherwise, the amount of shares with
respect to which such persons have the
right to acquire beneficial ownership as
specified in § 240.13d—3({d)(1) of this
chapter.

» » . - .

4. By amending § 228.601 to revise
paragraph {b)(10)(ii)(A) to read as
follows:

§ 228.601 {item 601) Exhibits.

(b) Description of exhibits. * * *

(10) Moterial contracts. * * *

(ii)(A) Any management contract or
any compensatory plan, contract or
arrangement, including but not limited to

plans relating to options, warrants or
rights, pension, retirement or deferred
compensation or bonus, incentive or
profit sharing (or if not set forth in any
formal document, a written description
thereof) in which any director or any of
the named executive officers of the
registrant as defined by Item 402(a)(2)
(§ 228.402(a){2)) participates shall be
deemed material and shall be filed; and
any other management contract or any
other compensatory plan, contract, or
arrangement in which any other
executive officer of the registrant
participates shall be filed unless
immaterial in amount or significance.

» » - » *

PART 229-—-STANDARD
INSTRUCTIONS FOR FILING FORMS
UNDER SECURITIES ACT OF 1933,
SECURITIES EXCHANGE ACT OF 1934
AND ENERGY POLICY AND
CONSERVATION ACT OF 1975—
REGULATION S~K

5. The authority citation for part 229
continues to read as follows:

Authority: 15 US.C. 77e, 771, 778, 77h, 77],
77k, 778, 77aa(25), 77aa(26), 77dd4d, 77eee,

77ggg. 77hhh, 77jjj. 77nnn, 77sss, 78l 78m, 78n,

780, 78w, 80a-8, B0a-29, B0a-30, 80a-37, BOb-
11, unless otherwise noted.

6. By reviging § 229.402 to read as
follows:

§ 229.402 (Item 402) Executive
compensation.

(a) General—{1) Treatment! of specific
types of issuers—{i) Small business
issuers. A registrant that qualifies as
“small business issuer,” as defined by
Item 10{a)(1) of Regulation S-B {17 CFR
228.10(a){1)], will be deemed to comply
with this item if it provides the
information required by paragraph (b)
(Summary Compensation Table),
paragraphs {c)(1) and {c}(2)(i}{v)
(Option/SAR Grants Table), paragraph
(d) (Aggregated Option/SAR Exercise
and Fiscal Year-End Option/SAR Value
Table), paragraph (¢) (Long-Term
Incentive Plan Awards Table),
paragraph (g) (Compensation of
Directors), paragraph (h) (Employment
Contracts, Termination of Employment
and Change in Control Arrangements)
and paragraph [i) [1) and (2) [Report on
Repricing of Options/SARs) of this item.

(ii) Foreign private issuers. A foreign
private issuer will be deemed to comply
with this item if it provides the
information required by Items 11 and 12
of Form 20-F {17 CFR 249.220f], with
more detailed information provided if
otherwise made publicly available.

(2) Al compensation covered. This
item requires clear, concise and
understandable disclosure of all plan

and non-plan compensation awarded to,
earned by, or paid to the named
executive officers designated under
paragraph [a)(3) of this item, and
directors covered by paragraph (g) of
this item by any person for all services
rendered in all capacities to the
registrant and its subsidiaries, unless
otherwise specified in this itemn. Except
as provided by paragraph (a)(5) of this
item, all such compensation shall be
reported pursuant to this item, even if
also called for by another requirement,
including transactions between the
registrant and a third party where the
primary purpose of the transaction is to
furnish compensation to any such
named executive officer or director. No
item reported as compensation for one
fiscal year need be reported as
compensation for a subsequent fiscal
year.

(3) Persons covered. Disclosure shall
be provided pursuant to this item for
each of the following (the “named
executive officers™):

(i) The registrant’s Chief Executive
Officer or any individual acting in a
similar capacity (“CEO") al the end of
the last completed fiscal year, regardless
of compensation level; and

(i) The registrant's four most highly
compensated executive officers other
than the CEO who were serving as
executive officers at the end of the last
completed fiscal year.

Instructions to liem 402(a)(3)

1. Determination of Most Highly
Compensated Executive Officers. The
determination as to which executive officers
are most highly compensated shall be made
by reference to total annual salary and bonus
for the last completed fiscal year (as required
to be disclosed pursuant to paragraph
[b)(2)(iii) {A) and (B) of this item), but
including the dollar value of salary or bonus
amounts forgone pursuant to Instruction 3 to
paragraph (b){2)(iii) (A) and (B) of this item:
Provided, however, That no disclosure need
be provided for any executive officer, other
than the CEQ, whose total annual salary and
bonus, as so determined, does not exceed
$100,000.

2. Inclusion of Executive Officer of
Subsidiary. It may be appropriate in certain
circumstances for a registrant to include an
executive officer of a subsidiary in the
disclosure required by this item. See Rule
3b-7 under the Exchange Act [17 CFR
240.3b-7].

3. Exclusion of Executive Officer due to
Unusual or Overseas Compensation. it may
be appropriate in limited circumstances fora
registrant not to include in the disclosure
required by this item an individual, other
than its CEO, who is one of the registrant's
most highly compensated executive officers.
Among the factors that should be considered
in determining not to name an individual are:
(a) the distribution or accrual of an unusually
large amount of cash compensation (such as
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a bonus or commission) that is not part of a
recurring arrangement and is unlikely to
continue; and [b) the payment of amounts of
cash compensation relating to overseas
assignments that may be attributed
predominantly to such assignments.

(4) Information for full fiscal year. If
the CEO served in that capacity during
any part of a fiscal year with respect to
which information is required,
information should be provided as to all
of his or her compensation for the full
fiscal year. If a named executive officer
(other than the CEO) served as an
executive officer of the registrant
(whether or not in the same position)
during any part of a fiscal year with
respect to which information is required,
information shall be provided as to all
compensation of that individual for the
full fiscal year. p

(5) Transactions with third parties
reported under item 404, This item
includes transactions between the
registrant and a third party where the
primary purpose of the transaction is to
furnish compensation to a named
executive officer. No information need
be given in response to any paragraph of
this item, other than paragraph {j), as to
any such third-party transaction if the
transaction has been reported in
response to Item 404 of Regulation S-K
(§ 229.404).

(8) Omission of table or column. A
table or column may be omitted, if there
has been no compensation awarded to,
earned by or paid to any of the named
executives required to be reported in
that table or column in any fiscal year
covered by that table.

(7) Definitions. For purposes of this
item:

(i) The term stock appreciation rights
(SARs) refers to SARs payable in cash
or stock, including SARs payable in
cash or stock at the election of the
registrant or a named executive officer.

(if) The term plan includes, but is not
limited to, the following: Any plan,
contract, authorization or arrangement,
whether or not set forth in any formal
decuments, pursuant to which the
following may be received: cash, stock,
restricted stock or restricted stock units,
phantom stock, stock options, SARs,
stock options in tandem with SARs,
warrants, convertible securities,
performance units and performance
shares, and similar instruments. A plan
may be applicable to one person.
Registrants may omit information
regarding group life, health,
hospitalizatien, medical reimbursement
or relocation plans that do not
discriminate in scope, terms or
operation, in favor of executive officers
or directors of the registrant and that are
available generally to all salaried
employees.

(iii) The term long-term incentive plan
means any plan providing compensation
intended to serve as incentive for
performance to occur over a period
longer than one fiscal year, whether
such performance is measured by
reference to financial performance of the
registrant or an affiliate, the registrant's
stock price, or any other measure, but
excluding restricted stock, stock option
and SAR plans.

SuMMARY COMPENSATION TABLE

(8) Location of specified information.
The information required by paragraphs
(i), (k) and (1) of this item need not be
provided in any filings other than a
registrant proxy or information
statement relating to an annual meeting
of security holders at which directors
are to be elected (or special meeting or
written consents in lieu of such
meeting). Such information will not be
deemed to be incorporated by reference
into any filing under the Securities Act
or the Exchange Act, except to the
extent that the registrant specifically
incorporates it by reference.

(9) Liability for specified information.
The information required by paragraphs
(k) and (1) of this item shall not be
deemed to be “soliciting material” or to
be “filed" with the Commission or
subject to Regulations 14A or 14C [17
CFR 240.14a-1 et seq. or 240.14c-1 e!
seq.], other than as provided in this item,
or to the liabilities of section 18 of the
Exchange Act [15 U.S.C. 78r], except to
the extent that the registrant specifically
requests that such information be
treated as soliciting material or
specifically incorporates it by reference
into a filing under the Securities Act or
the Exchange Act.

(b) Summary Compensation Table. (1)
General. The information specified in
paragraph (b}(2) of this item, concerning
the compensation of the named
executive officers for each of the
registrant’s last three completed fiscal
years, shall be provided in a Summary
Compensation Table, in the tabular
format specified below.

Name and prmcipal position

Long term compensation
Awards

Payouts

| Restrict- LTI
Options/
! award(s) | SARs (#)

($)
Q)

(2) The Table shall include:

(i) The name and principal position of
the executive officer {column (a));

(ii) Fiscal year covered (column (bj});

(iii) Annual compensation (columns
{c), (d) and (e)), including:

(A) The dollar value of base salary
(cash and non-cash) earned by the
named executive officer during the fiscal
year covered [column (c));

(B) The dollar value of bonus (cash
and non-cash) earned by the named
executive officer during the fiscal year
covered (column (d)); and

Instructions to Item 402(b)(2)(iii) (A) and (B)

1. Amounts deferred at the election of a
named executive officer, whether pursuant to
a plan established under Section 401(k) of the
Internal Revenue Code {26 U.S.C. 401(k]], or
otherwise, shall be included in the salary

column (column {c)) or bonus column (column
(d)). as appropriate, for the fiscal year in
which earned. If the amount of salary or
bonus earned in a given fiscal year is not
calculable through the latest practicable date,
that fact mus! be disclosed in a footnote and
such amount must be disclosed in the
subsequent fiscal year in the appropriate
column for the fiscal year in which earned.

2. For stock or any other form of non-cash
compensation, disclose the fair market value




48152 Federal Register /| Vol. 57,

Nc. 204 /| Wednesday, October 21, 1992 / Rules and Regulations

at the time the compensation is awarded,
earned or paid.

3. Registrants need not include in the
salary column (column (c)) or bonus column
{column (d)) any amount of salary or bonus
forgone at the election of a named executive
officer pursuant to a registrant program under
which stock, stock-based or other forms of
non-cash compensation may be received by a
named executive in lieu of a portion of
annual compensation earned in a covered
fiscal year. However, the receipt of any such
form of non-cash compensation in lieu of
salary or bonus earned for a covered fiscal
year must be disclosed in the appropriate
column of the Table corresponding to that
fiscal year (i.e., restricted stock awards
(column (f)); eptions or SARs (column (g)); all
other compensation (column (i)), or, if made
pursuant to a long-term incentive plan and
therefore not reportable at grant in the
Summary Compensation Table, a footnote
must be added to the salary or bonus column
so disclosing and referring to the Long-Term
Incentive Plan Table (required by paragraph
(e) of this item) where the award is reported.

(C) The dollar value of other annual
compensation not properly categorized
as salary or bonus, as follows (column
(e)):

(7) Perquisites and other personal
benefits, securities or property, unless
the aggregate amount of such
compensation is the lesser of either
$50,000 or 10% of the total of annual
galary and bonus reported for the named
executive officer in columns (c) and (d);

(2) Above-market or preferential
earnings on restricted stock, options,
SARs or deferred compensation paid
during the fiscal year or payable during
that period but deferred at the election
of the named executive officer;

(3) Earnings on long-term incentive
plan compensatien paid during the fiscal
year or payable during that period but
deferred at the election of the named
executive officer;

(4) Amounts reimbursed during the
fiscal year for the payment of taxes; and

(5) The dollar value of the difference
between the price paid by a named
executive officer for any security of the
registrant or its subsidiaries purchased
from the registrant or its subsidiaries
(through deferral of salary or bonus, or
otherwise), and the fair market value of
such security at the date of purchase,
unless that discount is available
generally, either to all security holders
or to all salaried employees of the
registrant.

Instructions to Item 402(b)(2)(iii)(C)

1. Each perquisite or other personal benefit
exceeding 25% of the total perquisites and
other personal benefits reported for a named
executive officer must be identified by type
and amount in a footnote or accompanying
narrative discussion to column (e).

2. Perquisites and other personal benefits
shall be valued on the basis of the aggregate

incremental cost to the registrant and its
subsidiaries.

3. Interest on deferred or long-term
compensation is above-market only if the
rate of interest exceeds 120% of the
applicable federal long-term rate, with
compounding (as prescribed under section
1274(d) of the Internal Revenue Code, [26
U.S.C. 1274(d)]) at the rate that corresponds
most closely to the rate under the registrant's
plan at the time the interest rate or formula is
set. In the event of a discretionary reset of
the interest rate, the requisite calculation
must be made on the basis of the interest rate
at the time of such reset, rather than when
originally established. Only the above-market
portion of the interest must be included. If the
applicable interest rates vary depending upon
conditions such as a minimum period of
continued service, the reported amount
should be calculated assuming satisfaction of
all conditions to receiving interest at the
highest rate.

4. Dividends (and dividend equivalents) on
restricted stock, options, SARs or deferred
compensation denominated in stock
(““deferred stock") are preferential only if
earned at a rate higher than dividends on the
registrant's common stock. Only the
preferential portion of the dividends er
equivalents must be included.

(iv) Long-term compensation (columns
(f), (g) and (h)), including:

(A) The dollar value (net of any
consideration paid by the named
executive officer) of any award of
restricted stock, including share units
(calculated by multiplying the closing
market price of the registrant’s
unrestricted stock on the date of grant
by the number of shares awarded)
(column (f));

(B) The sum of the number of stock
options granted, with or without tandem
SARs, and the number of freestanding
SARs (column (g)); and

(C) The dollar value of ali payouts
pursuant to long-term incentive plans
(“LTIPs") as defined in paragraph
(a)(7)(iii) of this item (column (h)).

Instructions to Item 402(b)(2)(iv)

1. Awards of restricted stock that are
subject to performance-based conditions on
vesting, in addition to lapse of time and/or
continued service with the registrant or a
subsidiary, may be reported as LTIP awards
pursuant to paragraph (e) of this item instead
of in column (f). If this approach is selected,
once the restricted stock vests, it must be
reported as an LTIP payout in column (h).

2. The registrant shall, in a footnote to
column (f), disclose:

a. The number and value of the aggregate
restricted stock holdings at the end of the last
completed fiscal year. Value shall be
calculated as specified in paragraph
(b){2)(iv)(A) of this item;

b. For any restricted stock award that will
vest, in whole or in part, in under three years
from the date of grant, the total number of
shares awarded and the vesting schedule;
and

¢. Whether dividends will be paid on the
restricted stock reported in the column.

3. If at any time during the last completed
fiscal year, the registrant has adjusted or
amended the exercise price of stock options
or freestanding SARs previously awarded to
a named executive officer, whether through
amendment, cancellation or replacement
grants, or any other means (“repriced"), the
registrant shall include the number of options
or freestanding SARs so repriced as Stock
Options/SARs granted and required to be
reported in column (g).

4. If any specified performance target, goal
or condition to payout was waived with
respect to any amount included in LTIP
payouts reported in column (h), the registrant
shall so state in a footnote to column (h).

(v) All other compensation for the
covered fiscal year that the registrant
could not properly report in any other
column of the Summary Compensation
Table (column (i)). Any compensation
reported in this column for the last
completed fiscal year shall be identified
and quantified in a footnote. Such
compensation shall include, but not be
limited to:

(A) The amount paid, payable or
accrued to any named executive officer
pursuant to a plan or arrangement in
connection with:

(1) The resignation, retirement or any
other termination of such executive
officer’'s employment with the registrant
and its subsidiaries; or

(2) A change in control of the
registrant or a change in the executive
officer’s responsibilities following such
a change in control;

(B) The dollar value of above-market
or preferential amounts earned on
restricted stock, options, SARs or
deferred compensation during the fiscal
year, or calculated with respect to that
period, except that if such amounts are
paid during the period, or payable
during the period but deferred at the
election of a named executive officer,
this information shall be reported as
Other Annual Compensation in column
(e). See Instructions 3 and 4 to
paragraph 402(b)(2)(iii)(C) of this item;

(C) The dollar value of amounts
earned on long-term incentive plan
compensation during the fiscal year, or
calculated with respect to that period,
except that if such amounts are paid
during that period, or payable during
that period at the election of the named
executive officer, this information shall
be reported as Other Annual
Compensation in column (e}

(D) Annual registrant contributions or
other allocations to vested and unvested
defined contribution plans; and

(E) The dollar value of any insurance
premiums paid by, or on behalf of, the
registrant during the covered fiscal year
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with respect to term life insurance for
the benefit of a named executive officer,
and, if there is any arrangement or
understanding, whether formal or
informal, that such executive officer has
or will receive or be allocated an
interest in any cash surrender value
under the insurance policy, either:

(1) The full dollar value of the
remainder of the premiums paid by, or
on behalf of, the registrant; or

(2) If the premiums will be refunded to
the registrant on termination of the
policy, the dollar value of the benefit to
the executive officer of the remainder of
the premium paid by, or on behalf of, the
registrant during the fiscal year. The
benefit shall be determined for the
period, projected on an actuarial basis,

between payment of the premium and
the refund.

Instructions 1o Item 402(b)(2)(v)

1. LTIP awards and amounts received on
exercise of options and SARs need not be
reported as All Other Compensation in
column (i).

2. Information relating to defined benefit
and actuarial plans should not be reported
pursuant to paragraph (b) of this item, but
instead should be reported pursuant to
paragraph (f) of this item.

3. Where alternative methods of reporting
are available under paragraph (b}(2){(v)(E) of
this item, the same method should be used for
each of the named executive officers. If the
registrant chooses to change methods from
one year to the next, that fact, and the reason
therefor, should be disclosed in a footnote to
column (i).

OPTION/SAR GRANTS IN LAST FISCAL YEAR

Instruction to Item 402(b)

Information with respect to fiscal years
prior to the last completed fiscal year will not
be required if the registrant was not-a
reporting company pursuant to Section 13(a)
or 15(d) of the Exchange Act at any time
during that year, except that the registrant
will be required to provide information for
any such year if that information previously
was required to be provided in response to a
Commission filing requirement.

(c) Option/SAR Grants Table. (1) The
information specified in paragraph (c){2)
of this item, concerning individual
grants of stock options (whether or not
in tandem with SARs), and freestanding
SARs made during the last completed
fiscal year to each of the named
executive officers shall be provided in
the tabular format specified below:

Individual Grants

Potential realizable value at Alternative to

Exercise or

e

@

assumed annual rates of stock
price appreciation for option
term

f) and (g):
rant date
value

Grant date

10% ($) piesenst value

) )

(2) The Table shall include, with
respect to each grant:

(i) The name of the executive officer
(column (a));

(ii) The number of options and SARs
granted (column (b)});

(iii) The percent the grant represents
of total options and SARs granted to
employees during the fiscal year
(column {c})

(iv) The per-share exercise or base

i the options or SARs granted
(column (d)). If such exercise or base
price is less than the market price of the
underlying security on the date of grant,
a separate, adjoining column shall be
added showing market price on the date
of grant;

(v) The expiration date of the options
or SARs {column [e)); and

(vi) Either (A) the potential realizable
value of each grant of options or
freestanding SARs or (B) the present
value of each grant, as follows:

(A) The potential realizable value of
each grant of options or freestanding
SARs, assuming that the market price of
the underlying security appreciates in
value from the date of grant to the end

of the option or SAR term, at the
following annualized rates:

(7) 5% (column (f));

(2) 10% (column (g)); and

(3) If the exercise or base price was
below the market price of the underlying
security at the date of grant, provide an
additional column labeled 0%, to show
the value at grant-date market price; or

(B) The present value of the grant at
the date of grant, under any option
pricing model (alternative column (f)).

Instructions to tem 402(c)

1. If more than one grant of options and/or
freestanding SARs was made o a named
execufive officer during the last completed
fiscal year, a separate line should be used to
provide disclosure of each such grant.
However, multiple grants during a single
fiscal year may be aggregated where each
grant was made at the same exercise and/or
base price and has the same expiration date,
and the same performance vesting thresholds,
if any. A single grant consisting of options
and/or freestanding SARs shall be reported
as separate grants with respect to each
tranche with a different exercige and/or base
price, performance vesting threshold, or
expiration date.

2. Options or freestanding SARs granted in
connection with an option repricing

transaction shall be reported in this table.
See Instruction 3 to paragraph (b){2)(iv) of
this item.

3. Any material term of the grant, including
but not limited to the date of exercisability,
the number of SARs, performance units or
other instruments granted in tandem with
options, a performance-based condition to
exercisability, a reload feature, or a tax-
reimbursement feature, shall be footnoted.

4. If the exercise or base price is adjustable
over the term of any option or freestanding
SAR in accordance with any prescribed
standard or formula, including but not limited
to an index or premium price provision,
describe the following, either by footnote to
column {c) or in narrative accompanying the
Table: (a) the standard or formula; and (b)
any constant assumption made by the
registrant regarding any adjustment to the
exercise price in calculating the potential
option or SAR value.

5. If any provision of a grant (other than an
antidilution provision) could cause the
exercise price to be lowered, registrants must
clearly and fully disclose these provisions
and their potential consequences either by a
footnote or accompanying textual narrative.

6. In determining the grant-date market or
base price of the security underlying options
or freestanding SARs, the registrant may use
either the closing market price per share of
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the security. or any other formula prescribed
for the security.

7. The potential realizable dollar value of a
grant (columns (f) and (g)) shall be the
product of:

(a) The difference between:

(i) The product of the per-share market
price at the time of the grant and the sum of 1
plus the adjusted stock price appreciation
rate (the assumed rate of appreciation
compounded annually over the term of the
option or SAR); and

(ii) The per-share exercise price of the
option or SAR; and

(b) The number of securities underlying the
grant at fiscal year-end,

8. Registrants may add one or more
separate columns using the formula
prescribed in Instruction 7 to paragraph (c) of
this item, to reflect the following:

a. The registrant's historic rate of
appreciation over a period equivalent to the
term of such options and/or SARs;

b. 0% appreciation, where the exercise or
base price was equal to or greater than the
market price of the underlying securities on
the date of grant; and

c. N% appreciation, the percentage
appreciation by which the exercise or base
price exceeded the market price at grant.
Where the grant included multiple tranches
with exercise or base prices exceeding the
market price of the underlying security by
varying degrees, include an additional
column for each additional tranche.

9. Where the registrant chooses to use the
grant-date valuation alternative specified in
paragraph (c)(2)(vi)(B) of this item, the
valuation should be footnoted to describe the
valuation method used. Where the registrant
has used a variation of the Black-Scholes

option pricing model, the description may be
limited to a simple indication of the use of
such pricing model. In the event another
valuation method were to be used, the
registrant would be required to describe the
methodology as well as any material
assumptions.

(d) Aggregated option/SAR exercises
and fiscal year-end option/SAR value
table. (1) The information specified in
paragraph (d)(2) of this item, concerning
each exercise of stock options (or
tandem SARs) and freestanding SARs
during the last completed fiscal year by
each of the named executive officers
and the fiscal year-end value of
unexercised options and SARs, shall be
provided on an aggregated basis in the
tabular format specified below:

AGGREGATED OPTION/SAR EXERCISES IN LAST FISCAL YEAR AND FY-END OPTION/SAR VALUES

Shares
acquired on
exercise (#)

Value

Realized ($) | _

Number of
unexercised
options/SARs at
fiscal ye;anend

(#

Exercisable/
unexercisable

Vaiue of
unexercised in-
the-money
options/SARs at
fiscal year-end
($)

Exercisable/
uexercisable

(2) The table shall include:

(i) The name of the executive officer
(column (a));

(ii) The number of shares received
upon exercise, or, if no shares were
received, the number of securities with
respect to which the options or SARs
were exercised (column (b));

(iii) The aggregate dollar value
realized upon exercise (column (c));

(iv) The total number of unexercised
options and SARs held at the end of the
last completed fiscal year, separately
identifying the exercisable and
unexercisable options and SARs
(column (d)); and

(v) The aggregate dollar value of in-
the-money, unexercised options and

SARs held at the end of the fiscal year,

separately identifying the exercisable
and unexercisable options and SARs
{column (e)}).

Instructions to Item 402(d)(2)

1. Options or freestanding SARs are in-the-
money if the fair market value of the
underlying securities exceeds the exercise or
base price of the option or SAR. The dollar
values in columns (c) and (e) are calculated
by determining the difference between the
fair market value of the securities underlying
the options or SARs and the exercise or base
price of the options or SARs at exercise or
fiscal year-end, respectively.

2. In calculating the dollar value realized
upon exercise (column (c)), the value of any
related payment or other consideration

provided (or to be provided) by the registrant
to or on behalf of a named executive officer,
whether in payment of the exercise price or
related taxes, shall not be included. Payments
by the registrant in reimbursement of tax
obligations incurred by a named executive
officer are required to be disclosed in
accordance with paragraph (b}(2)(iii)(C)(4) of
this item.

(e) Long-Term Incentive Plan (“LTIP")
awards table. (1) The information
specified in paragraph (e)(2) of this item,
regarding each award made to a named
executive officer in the last completed
fiscal year under any LTIP, shall be
provided in the tabular format specified
below:

LONG-TERM INCENTIVE PLANS—AWARDS IN LAST FISCAL YEAR

Number of
shares,
units or

other rights

(#)

Perform-
ance of
other period

maturation
or payout

Estimated future payouts under non-stock
price-based plans

until

Threshold Maximum ($

($ or #)

Target ($ or
#)
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(2) The Table shall include:

(i)The name of the executive officer
(column (a));

(ii) The number of shares, units or
other rights awarded under any LTIP,
and, if applicable, the number of shares
underlying any such unit or right
(column (b));

(iii) The performance or other time
period until payout or maturation of the
award (column (c)); and

(iv) For plans not based on stock
price, the dollar value of the estimated
payout or range of estimated payouts
under the award (threshold, target and
maximum amount), whether such award
is denominated in stock or cash
(columns (d) through (f)).

Instructions to Item 402(e)

1. For purposes of this paragraph, the term
“long-term incentive plan” or “LTIP" shall be
defined in accordance with paragraph
(a)(7)(ii) of this item.

2. Describe in a footnote or in narrative
text accompanying this table the material

terms of any award, including a general
description of the formula or criteria to be
applied in determining the amounts payable.
Registrants are not required to disclose any
factor, criterion or performance-related or
other condition to payout or maturation of a
particular award that involves confidential
commercial or business information,
disclosure of which would adversely affect
the registrant's competitive position,

3. Separate disclosure shall be provided in
the Table for each award made to a named
executive officer, accompanied by the
information specified in Instruction 2 to this
paragraph. If awards are made to a named
executive officer during the fiscal year under
more than one plan, identify the particular
plan under which each such award was
made.

4. For column (d), “threshold" refers to the
minimum amount payable for a certain level
of performance under the plan. For column
(e). “target” refers to the amount payable if
the specified performance target(s) are
reached. For column (f), “maximum” refers to

the maximum payout possible under the plan.

5. In column (e), registrants must provide a
representative amount based on the previous

PENSION PLAN TABLE

fiscal year's performance if the target award
is not determinable,

6. A tandem grant of two Instruments, only
one of which is pursuant to a LTIP, need be
reported only in the table applicable to the
other instrument. For example, an option
granted in tandem with a performance share
would be reported only as an option grant,
with the tandem feature noted.

(f) Defined benefit or actuarial plan
disclosure—(1) Pension plan table. (i)
For any defined benefit or actuarial plan
under which benefits are determined
primarily by final compensation (or
average final compensation) and years
of service, provide a separate Pension
Plan Table showing estimated annual
benefits payable upon retirement
(including amounts attributable to any
defined benefit supplementary or excess
pension award plans) in specified
compensation and years of service
classifications in the format specified
below.

Remuneration

Years of service

(if) Immediately following the Table,
the registrant shall disclose:

(A) The compensation covered by the
plan(s), including the relationship of
such covered compensation to the
compensation reported in the Summary
Compensation Table required by
paragraph (b)(2) of this item, and state
the current compensation covered by
the plan for any named executive officer
whose covered compensation differs
substantially (by more than 10%) from

that set forth in the Summary
Compensation Table;

(B) The estimated credited years of
service for each of the named executive
officers; and

(C) A statement as to the basis upon
which benefits are computed (e.g.,
straight-life annuity amounts), and
whether or not the benefits listed in the
Pension Plan Table are subject to any
deduction for Social Security or other
offset amounts.

(2) Alternative pension plan
disclosure. For any defined benefit or
actuarial plan under which benefits are
not determined primarily by final
compensation (or average final
compensation) and years of service, the
registrant shall state in narrative form:

(i) The formula by which benefits are
determined; and

(ii) The estimated annual benefits
payable upon retirement at normal
retirement age for each of the named
executive officers.
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Instructions to em 402(f)

1. Pension Levels. Compensation set forth
in the Pension Plan Table pursuant to
paragraph. (f){2)(i} of this item shall allow for
reasonable increases in existing
compensation levels; alternatively,
registrants may present as the highest
compensation level in the Pension Plan Table
an amount equal to 120% of the amount of
covered compensation of the most highly
compensated individual named in the
Summary Compensation Table required by
paragraph (b)(2) of this item.

2. Normal Retirement Age. The term
“normal retirement age” means normal
retirement age as defined in a pension or
similar plan or, if not defined therein, the
earliest time at which a participant may. retire
without any benefit reduction due to age.

(g) Compensation of Directors—{1)
Standard arrangements, Describe any
standard arrangements, stating amounts,
pursuant to which directors of the
registrant are compensated for any
services provided as a director,
including any additional amounts
payable for committee participation or
special assignments.

(2) Other arrangements. Describe any
other arrangements pursuant to which
any director of the registrant was
compensated during the registrant's last
completed fiscal year for any service
provided as a director, stating the

amount paid and the name of the
directer.

Instruction to Item 402(g)(2)

The information required by paragraph
(8)(2) of this item shall include any
arrangement, including consulting contracts,
entered into in consideration of the director’s
service on the board. The material terms of
any such arrangement shall be included.

(h) Employment contracts and
termination of employment and change-
in-control arrangements. Describe the
terms and conditions of each of the
following contracts or arrangements:

(1) Any employment contract between
the registrant and a named executive
officer; and

(2) Any compensatory plan or
arrangement, including payments to be
received from the registrant, with
respect to a named executive officer, if
such plan or arrangement results or will
result from the resignation, retirement or
any other termination of such executive
officer's employment with the registrant
and its subsidiaries or from a change-in-
control of the registrant or a change in
the named executive officer's
responsibilities following a change-in-
control and the amount involved,
including all periodic payments or
installments, exceeds $100,000.

TEN-YEAR OPTION/SAR REPRICINGS

(i) Report on repricing of options/
SARs. (1) If at any time during the last
completed fiscal year, the registrant,
while a reporting company pursuant to
section 13(a) or 15(d) of the Exchange
Act [15 U.S.C. 78m(a), 780(d)}. has
adjusted or amended the exercise price
of stock options or SARs previously
awarded to any of the named executive
officers, whether through amendment,
cancellation or replacement grants, or
any other means (“repriced”), the
registrant shall provide the information
specified in paragraphs (i)(2) and (i)(3)
of this item.

{2) The compensation committee (or
other board committee performing
equivalent functions or, in the absence
of any such committee, the entire board
of directors) shall explain in reasonable
detail any such repricing of options and/
or SARs held by a named executive
officer in the last completed fiscal year,
as well as the basis for each such
repricing.

(3)(i) The information specified in
paragraph (i)(3)(:1) of this item,
concerning all such repricings of options
and SARs held by any executive officer
during the last ten completed fiscal
years, shall be provided in the tabular
format specified below:

(ii) The Table shall include, with
respect to each repricing:

(A) The name and position of the
executive officer (column (a));

b(B) The date of each repricing (column
(b))

(C) The number of replacement or
amended options or SARs (column (c));

(D) The per-share market price of the
underlying security at the time of
repricing (column (d)):

(E) The original exercise price or base
price of the cancelled or amended
option or SAR (column (e));

(F) The per-share exercise price or
base price of the replacement option or
SAR (column (f)); and

(G) The amount of time remaining
before the replaced or amended option
or SAR would have expired (column (g)).

Instructions to Item 402(i)

1. The required report shall be made over
the name of each member of the registrant's’
compensation committee, or other board
committee performing equivalent functions or,
in the absence of any such committee, the
entire board of directors.

2. A replacement grant is any grant of
options or SARs reasonably related to any
prior or potential option or SAR cancellation,
whether by an exchange of existing options
or SARs for options or SARs with new terms;
the grant of new options or SARs in tandem
with previously granted options or SARs that
will operate to cancel the previously granted
options or SARs upon exercise; repricing of
previously granted options or SARs; or
otherwise. If a corresponding original grant
was canceled in a prior year, information
about such grant nevertheless must be
disclosed pursuant to this paragraph.

3. If the replacement grant is not made at
the current market price, describe the terms

of the grant in a footnote or accompanying
textual narrative,

4. This paragraph shall not apply to any
repricing occurring through the operation of:

a. A plan formula or mechanism that
results in the periodic adjustment of the
option or SAR exercise or base price;

b. A plan antidilution provision; or

c. A recapitalization or similar transaction
equally affecting all holders of the class of
securities underlying the options or SARs.

5. Information required by paragraph (i)(3)
of this item shall not be provided for any
repricings effected before the registrant
became a reporting company pursuant to
section 13(a) or 15(d) of the Exchange Act.

(i) Additional information with
respect to Compensation Committee
Interiocks and Insider Participation in
compensation decisions. Under the
caption “Compensation Committee
Interlocks and Insider Participation,"
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(1) The registrant shall identify each
person who served as a member of the
compensation committee of the
registrant’s board of directors (or board
committee performing equivalent
functions) during the last completed
fiscal year, indicating each committee
member who:

(i) Was, during the fiscal year, an
officer or employee of the registrant or
any of its subsidiaries;

(ii)) Was formerly an officer of the
registrant or any of its subsidiaries; or

(iii) Had any relationship requiring
disclosure by the registrant under any
paragraph of Item 404 of Regulations
S-K (§ 229.404). In this event, the
disclosure required by Item 404 shall
accompany such identification.

(2) If the registrant has no
compensation committee (or other board
committee performing equivalent
functions), the registrant shall identify
each officer and employee of the
registrant or any of its subsidiaries, and
any former officer of the registrant or
any of its subsidiaries, who, during the
last completed fiscal year, participated
in deliberations of the registrant's board
of directors concerning executive officer
compensation.

(3) The registrant shall describe any of
the following relationships that existed
during the last completed fiscal year:

(i) An executive officer of the
registrant served as a member of the
compensation committee (or other board
committee performing equivalent
functions or, in the absence of any such
committee, the entire board of directors)
of another entity, one of whose
executive officers served en the
compensation committee (or other board
committee performing equivalent
functions or, in the absence of any such
committee, the entire board of directors)
of the registrant;

(ii) An executive officer of the
registrant served as a director of
another entity, one of whose executive
officers served on the compensation
committee {or other board committee
performing equivalent functions or, in
the absence of any such committee, the
entire board of directors) of the
registrant; and

(iii) An executive officer of the
registrant served as a member of the
compensation committee (or other board
committee performing equivalent
functions or, in the absence of any such
committee, the entire board of directors)
of another entity, one of whose
executive officers served as a director of
the registrant,

(4) Disclosure required under
paragraph (j)(3) of this item regarding
any compensation committee member or
other director of the registrant who also

served as an executive officer of another
entity shall be accompanied by the
disclosure called for by Item 404

- {§ 229.404) with respect to that person.

Instruction to Item 402(j)
For purposes of this paragraph, the term
“entity” shall not include an entity exempt

from tax under section 501(c){(3) of the
Internal Revenue Code [26 U.S.C. 501(c){3)].

(k) Board compensation committee
report on executive compensation. (1)
Disclosure of the compensation
committee's compensation policies
applicable to the registrant's executive
officers (including the named executive
officers), including the specific
relationship of corporate performance to
executive compensation, is required
with respect to compensation reported
for the last completed fiscal year.

(2) Discussion is required of the
compensation committee's bases for the
CEO's compensation reported for the
last completed fiscal year, including the
factors and criteria upon which the
CEQ's compensation was based. The
committee shall include a specific
discussion of the relationship of the
registrant's performance to the CEO's
compensation for the last completed
fiscal year, describing each measure of
the registrant's performance, whether
qualitative or quantitative, on which the
CEO's compensation was based.

(3) The required disclosure shall be
made over the name of each member of
the registrant’'s compensation committee
{or other board committee performing
equivalent functions or, in the absence
of any such committee, entire board of
directors). If the board of directors
modified or rejected in any material way
any action or recommendation by such
committee with respect to such decisions
in the last completed fiscal year, the
disclosure must so indicate and explain
the reasons for the board's actions, and
be made over the names of all members
of the board.

Instructions to {tem 402(k)

1. Boilerplate language should be avoided
in describing factors and criteria underlying
awards or payments of executive
compensalion in the statement required.

2. Registrants are not required to disclose
target levels with respect to specific
quantitative or qualitative performance-
related factors considered by the committee
(or board). or any factors or criteria involving
confidential commercial or business
information, the disclosure of which would
have an adverse effect on the registrant.

(1) Performance graph. (1) Provide a
line graph comparing the yearly
percentage change in the registrant's
cumulative total shareholder return on a
class of common stock registered under
section 12 of the Exchange Act (as

measured by dividing (i) the sum of (A)
the cumulative amount of dividends for
the measurement period, assuming
dividend reinvestment, and (B) the
difference between the registrant's share
price at the end and the beginning of the
measurement period; by (ii) the share
price at the beginning of the
measurement period) with

(i) the cumulative total return of a
broad equity market index assuming
reinvestment of dividends, that includes
companies whose equity securities are
traded on the same exchange or
NASDAQ market or are of comparable
market capitalization; Provided,
however, That if the registrant is a
company within the Standard & Poor's
500 Stock Index, the registrant must use
that index; and

(ii) The cumulative total return,
assuming reinvestment of dividends, of:

(A) A published industry or line-of-
business index;

(B) Peer issuer(s) selected in good
faith. If the registrant does not select its
peer issuer(s) on an industry or line-of-

business basis, the registrant shall

disclose the basis for its selection; or

(C) Issuer(s) with similar market
capitalization(s), but only if the
registrant does not use a published
industry or line-of-business index and
does not believe it can reasonably
identify a peer group. If the registrant
uses this alternative, the graph shall be
accompanied by a statement of the
reasons for this selection.

(2) For purposes of paragraph (1)(1) of
this item, the term “measurement
period" shall be the period beginning at
the "measurement point" established by
the market close on the last trading day
before the beginning of the registrant's
fifth preceding fiscal year, through and
including the end of the registrant's last
completed fiscal year, If the class of
securities has been registered under
section 12 of the Exchange Act for a
shorter period of time, the period
covered by the comparison may
correspond to that time period.

(3) For purposes of paragraph
((2)(ii)(A) of this item, the term
“published industry or line-of-business
index" means any index that is prepared
by a party other than the registrant or an
affiliate and is accessible to the
registrant's security holders; provided.
however, that registrants may use an
index prepared by the registrant or
affiliate if such index is widely
recognized and used.

(4) If the registrant selects a different
index from an index used for the
immediately preceding fiscal year,
explain the reason(s) for this change and
also compare the registrant's total return
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with that of both the newly selected
index and the index used in the
immediately preceding fiscal year.

Instructions to item 402(1)

1. In preparing the required graphic
comparisons, the registrant should:

a. Use, to the extent feasible, comparable
methods of presentation and assumptions for
the total return calculations required by
paragraph (1)(1) of this item; Provided,
however, That if the registrant constructs its
own peer group index under paragraph
(1){1)(ii)(B), the same methodology must be
used in calculating both the registrant's total
return and that on the peer group index; and

b. Assume the reinvestment of dividends
into additional shares of the same class of
equity securities at the frequency with which
dividends are paid on such securities duging
the applicable fiscel year.

2. In constructing the graph:

(a) The closing price at the measurement
poin! should be converted into the base
amount, with cumulative returns for each
subsequent fiscal year measured as a change
from that base; and

(b) Each fisca! year should be plotted with
points showing the cumulative total return as
of that point.

3. The registrant is required to present
information for the registrant's last five fiscal
years, and may choose to graph a longer
period; but the measurement point, however,
shall remain the same.

4. Registrants may include comparisons
using performance measures in addition to
total return, such as return on average
common shareholders’ equity, so long as the
registrant’s compensation committee (or other
board commiltee performing equivalent
functions or in the absence of any such
committee the entire board of directors)
describes the link between that measure and
the level of executive compensation in the
statement required by paragraph (k) of this
Item.

7. By amending § 229.403 to revise

paragraph (b) above the table to read as
follows:

§ 229.403 (ltem 403) Security ownership of
certain beneficial owners and management.

(8)' LR

(b) Security ownership of
management. Furnish the following
information, as of the most recent
practicable date, in substantially the
tabular form indicated, as to each class
of equity securities of the registrant op
any of its parents or subsidiaries other
than directors’ qualifying shares,
beneficially owned by all directors and
nominees, naming them, each of the
named executive officers as defined in
Item 402(a}{3) (§ 229.402(a)(3)), and
directors and executive officers of the
registrant as a group, without naming
them, Show in column (3) the total
number of shares beneficially owned
and in column (4) the percent of class so
owned. Of the number of shares shown
in column (3), indicate, by footnote or

otherwise, the amount of shares with
respect to which such persons have the
right to acquire beneficial ownership as
specified in § 240.13d-3(d)(1) of this
chapter.

8. By amending § 229.601 to revise
paragraph (b)(10)(iii}{A) to read as
follows:

§ 229.601 (item €01) Exhibits,

(b) Description of exhibits. * * *

(10) Material contracts. * * *

(iii){A) Any management contract or
any compensatory plan, contract or
arrangement, including but not limited to
plans relating to options, warrants or
rights, pension, retirement or deferred
compensation or bonus, incentive or
profit sharing (or if not set forth in any
formal document, a written description
thereof) in which any director or any of
the named executive officers of the
registrant, as defined by Item 402(a)(3)
(§ 229.402(a)(3)), participates shall be
deemed material and shall be filed; and
any other management contract or any
other compensatory plan, contract; or
arrangement in which any other
executive officer of the registrant
participates shall be filed unless
immaterial in amount or significance.

. - . » .

PART 240—GENERAL RULES AND
REGULATIONS, SECURITIES
EXCHANGE ACT OF 1934

9. The authority citation for part 240
continues to read as follows:

Authority: U.S.C. 77¢, 77d, 77g, 77j, 778,
77eee, 77888, 77nnn, 77888, 77ttt 78¢, 78d, 78i,
78§, 781, 76m, 78n, 780, 78p, 78s, 78w, 78x,
78/1{d), 79q, 791, 80a-20, 80a-23, 80a-29, 80a-37,
80b-3, 80b-4 and 80b-11, unless otherwise
noted. .

10. By amending § 240.14a-101 by
reviging Items 8 and 10 of Schedule 14A
to read as follows:

§ 240.14a-101 ' Schedule 14A. Information
required in proxy statement.

e - » . *

Item 8. Compensation of directors and
executive officers. Furnish the information
required by Item 402 (§ 229.402 of this
chapter) of Regulation S-K if action is to be
taken with regard to;

(a) The election of directors;

(b) Any bonus, profit sharing or other
compensation plan, conlract or arrangement
in which any director, nominee for election as
a director, or executive officer of the
registrant will participate;

(c) Any pension or retirement plan in which
any such person will participate; or

(d) The granting or extension to any such
person of any options, warrants or rights to
purchase any securities, other than warrants
or rights issued to security holders as such,
on a pro rata basis.

Howaver, if the solicitation is made on
behalf of persons other than the registrant,
the information required need be furnished
only as to nominees of the persons making
the solicitation and associates of such
nominees. In the case of investment
companies registered under the Investment
Company Act of 1940, furnish the information
in Item 402(g) of Regulation S-K (§ 229.402(g)
of this chapter) and the information
concerning compensation of directors and
officers that is required to be included in the
company's registration statement form under
the Investment Company Act in lieu of other
compensation information required by ltem
402,

Instruction.

If an otherwise reportable compensation
plan became subject to such requirements
because of an acquisition or merger and,
within one year of the acquisition or merger.
such plan was terminated for purposes of
prospective eligibility, the registrant may
furnish a description of its obligation to the
designated individuals pursuant to the
compensation plan. Such description may be
furnished in lieu of a description of the
compensation plan in the proxy statement.

» - * - .

Item 10. Compensation Plans, If action is to
be taken with respect to any plan pursuant
which cash or noncash compensation may be
paid or distributed, furnish the following
information:

(a) Plans subject to security holder action.
(1) Describe briefly the matertal features of
the plan being acted upon, identify each class
of persons who will be eligible to participate
therein, indicate the approximate number of
persons in each such class, and state the
basis of such participation.

(2){i) In the tabular format specified below,
disclose the benefits or amounts that will be
received by or allocated to.each of the
following under the plan being acted upon, if
such benefits or amounts are determinable:

NEwW PLAN BENEFITS

Plan name

Dollar
value (8)

Non-Executive
Group.

Non-Executive Officer Em-
ployee Group.

{ii) The table required by paragraph
(a)(2)(i) of this Item shall provide informsation
as to the following persons:

(A) Each person (stating name and
position) specified in paragraph (2)(3) of Item
402 of Regulation S-K (§ 229.402(a){3) of this
chapter):

{B) All current executive officers as a
group;
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(C) All current directors who are not
executive officers as a group; and

(D) All employees, including all current
officers who are not executive efficers, as a
group.

Instruction to New Plan Benefits Table

Additional columns should be added for
each plan with respect to which security
holder action is to be taken.

(iii) If the benefits or amounts specified in
paragraph {a)(2)(i} of this item are not
determinable, state the benefits or amounts
which would have been received by or
allocated to each of the following for the last
completed fiscal year if the plan had been in
effect, if such benefits or amounts may be
determined, in the table specified in
paragraph (a)(2)(i) of this Item:

[A) Each person (stating name and
position) specified in paragraph (a)(3) of Item
402 of Regulation S-K (§ 229.402({a)(3) of this
chapter);

(B) All current executive officers as a
group;

(C) All current directors who are not
executive officers as a group; and

(D) All employees, including all current
officers who are nol executive officers, as a
group,

(3) If the plan to be acted vpon can be
amended, otherwise than by a vote of
security holders, lo increase the cost thereof
to the registrant or to alter the allocation of
the benefits as between the persons and
groups specified in paragraph (a)(2) of this
item, state the nature of the amendments
which can be so made.

(b){(1) Additional information regarding
specified plans subject lo security holder
action. With respect to any pension or
retirement plan submitted for security holder
action, state:

(i) The approximate total amount
necessary to fund the plan with respect to
past services, the period over which such
amount Is to be paid and the estimated
annual payments necessary to pay the total
amount over such period; and

{ii) The estimated annual payment to be
made with respect to current services. In the
case of a pension or retirement plan,
information called for by paragraph (a)(2) of
this Item may be furnished in the format
specified by paragraph (f)(1) of Item 402 of
Regulation S-K (§ 229.402(f)(1) of this
chapter).

(2]{i) With respect to any specific grant of
or any plan containing options, warrants or
rights submitted for security holder action,
state:

(A) The title and amount of securities
underlying such options, warrants or rights;

(B) The prices, expiration dates and other
material conditions upon which the options,
warrants or rights may be exercised;

(C) The consideration received or to be
received by the registrant or subsidiary for
the granting or extension of the options,
warrants or rights;

(D} The market value of the securities
underlying the options, warrants, or rights as
of the latest practicable date; and

{E) In the case of options, the federal
income tax consequences of the issuance and
exercise of such options to the recipient and
the registrant; and

(i) State separately the amount of such
options received or to be received by the
following persons if such benefits or amounts
are determinable:

(A) Each person (stating name and
position) specified in paragraph (a)(3) of Item
402 of Regulation S-K (§ 229.402(a)(3) of this
chapter);

(B) All current executive officers as a
group;

(C) All current directors who are not
executive officers as a group;

(D) Each nominee for election as a director;

(E} Each associate of any of such directors,
executive officers or nominees;

(F) Each other person who received or is to
receive 5 percent of such options, warrants or
rights; and

(G) All employees, including all current
officers who are not executive officers, as a
group.

Instructions

1. The term “plan" as used in this Item
means any plan as defined in paragraph
(a)(7)(ii) of Item 402 of Regulation S-K
(§ 229.402(a)(7)(ii) of this chapter).

2. If action is to be taken with respect to a
material amendment or modification of an
existing plan, the item shall be answered
with respect to the plan as proposed to be
amended or modified and shall indicate any
material differences from the existing plan.

3. If the plan to be acted upon is set forth in
a writien document, three copies thereof shall
be filed with the Commission at the time
copies of the proxy statement and form of
proxy are filed pursuant to paragraph (c) of
section 240.14a-8.

4. Paragraph (b)(2)(ii) does not apply to
warrants or rights to be issued to security
helders as such on a pro rata basis.

5. The Commission shall be informed, as
supplemental information, when the proxy
stalement is first filed, as to when the
options, warrants or rights and the shares
called for thereby will be registered under the
Securities Act or, if such registration is not
contemplated, the section of the Securities
Act or rule of the Commission under which
exemption from such registration is claimed
and the facts relied upon to make the
exemption available.

- - » . *

PART 249—FORMS, SECURITIES
EXCHANGE ACT OF 1934

11. The authority citation for part 249
continues to read as follows:

Authority: 15 U.S.C. 784, et seq., unless
otherwise noted.

Note:—These forms will not appear in the
Code of Federal Regulations.

§ 249.310 [Amended]

12. By amending Form 10-K (§ 249.310)
by removing the instruction to Item 11 of
Form 10-K, and by revising Item 14(a)(3)
of Form 10-K to read as follows:

Form 10-K Annual Report Pursuant to
Section 13 or 15(d) of the Securities Exchange
Act of 1934

. - » - .

Item 14. Exhibits, Financial Statement
Schedules, and Reports on Form 8-K.

(a) List the following documents filed as a
part of the report:

* - » * *

3. Those exhibits required by Item 601 of
Regulation S-K (17 CFR 229.601 of this
chapter) and by paragraph (c) below. Identify
in the list each management contract or
compensatory plan or arrangement reguired
to be filed as an exhibit to this form pursuant
to Item 14(c) of this report.

* . - * *

13. By amending Form 10-KSB
(§ 249.310(b)) by revising Item 13 to read
as follows:

Form 10-KSB Annual Report Pursuant to
Section 13{a) or 15(d) of the Securities
Exchange Act of 1934

- " . » *

Item 13. Exhibits, List and Reports on Form 8-
K

(2) Furnish the exhibits required by Item
601 of Regulation S-B. Where any financial
statement or exhibit is incorporated by
reference, the incorporation by reference
shall be set forth in the list required by this
item. See Exchange Act Rule 12b-23
(§ 240.12b-23 of this chapter). Identify in the
list each management contract or
compensatory plan or arrangement required
ta be filed as an exhibit to this form.
- - * - -

By the Commission.

Dated: October 16, 1992.
jonathan G. Katz,
Secretary.
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